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Europe out of fashion 
The national interest 
re-asserts itself 
lianei Barber, Page 17 
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Prince Alwaieed 
Keeper of the key 
to the kingdom 
Interview, Page 8 



Sharing knowledge 
Unlocking the value 
in employees’ minds 
Management. Page 10 


Today’s Survey 
Italy: promoted to 
the premier league 
Separate section 
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EU budget dispute 
could undermine 
Blair’s plans for 
Cardiff summit 

A north-south row over 
contributions to the European 
Union's Ecu90bn ($101 bn) budget 
threatens to mar today's summit of 
European Union leaders in Cardiff, 
Wales. The rift could undermine 
UK prime minister Tony Blair's plan 
to focus on political and economic 
reform to prepare toe EU for 
enlargement. Page 2; Punctured 
Image, Page 17; Primakov posi- 
tive, Page 3 

Wheel checks for German trains 
The German federal railway with- 
drew its first generation inter-city 
trains for wheel checks following 
the crash of a high-speed train 
earlier this month at Eschede, 
Lower Saxony. Page 2 

Czechs Hkefy Id swing left 
The Czech Republic is likely to 
buck recent trends in post-commu- 
nist central Europe and elect Hs 
first left of centre government since 
1989. Page 3 

Italy in ceasefire (hive 
Italy spearheaded a diplomatic 
drive to win a ceasefire in the 
month-long border war between 
Ethiopia aid Eritrea, but saw no 
. sign of a breakthrough. 

. Pressure over Ufeter weapons 

*; The UK government was urged by 

' j-; opposition Conservatives to 

'_f : strengthen toe link between the 

v 3 handover of terrorist weapons and 
v - '■ the earty release of paramilitary 
prisoners. Page 7 

- . Fears over sanctions against Iraq 

• -^i $ United Nations sanctions on Iraq 

~ will have long-term adverse effects, 

■ ^ such as malnutrition of children, 
the United Nations secretary -gen- 

- eral's special envoy to Baghdad 
sakt Page 4 

• j Refugees flee to Guinea 

• ; • Around 1,400 people sought refuge 

In the north of Guinea after fleeing 
fighting following an army revolt in 
neighbouring Guinea-Bissau. Gui- 
nean officiate said. 

Pail success for extremists 
The strong performance of Pauline 
Hanson’s extremist One Nation 
party in elections in Queensland 
could push the Australian dollar 
down and lead to higher interest 
nates, economists said. Page 5 

Vietnam pressed on reforms 

W The Vietnamese government is 
expected to be pressed by aid 
donors to move forward with stal- 
led economic reforms. Page 5 

Hamas seeks Palestinian accord 
. Sheikh Ahmed Yassin, founder and 
spiritual leader of Hamas, the 
Islamic resistance movement. 
Intends to seek a reconciliation 
with the Palestinian leadership. 
Page 4 

UK doubts over Argentine oil pact 
Britain is concerned that develop- 
ments In Argentine domestic poli- 
tics could affect the two countoes' 
1995 agreement covering oH and 
gas production to the south-west 
Atlantic, Page 6 

Hftchea seeks fourth term 

Sir James‘MltcheU, prime minister 
of St Vincent and the Grenadines, 
is seeking a fourth successive 
term In today's general election. 
Page 6 

Mahathir warns of instability 
Malaysian prime minister Mahathir 
Mohamad warned against political 
hstabHIty as tensions grow wftoin 
his Umno party ahead of its gen- 
eral assembly this week. Page 5 

Bid to and Kuwaiti stand-off 
Talks are set to continue in an 
attempt to resolve a stand-off 
between Kuwait’s government and 
parliament. Each Names the other 
for “lack of co-operation". Page 4 


'!# 


BUSINESS NEWS 

Boardroom clash at 
Telecom Italia as 
director quits on 
eve of meeting 

Telecom Italia is in the throes of a 
boardroom clash after Vito Gam- 
berale quit as managing director of 
operations three months into toe 
job. His move comes on the eve of 
TVs annual meeting and marks the 
third big management change 
since privatisation last September. 
Page 19; Eni tranche details. 
Page 18 

Gazprom chief Rem Vyakhirev, who 
heads Russia's largest taxpayer, 
threatened to rebel against high 
taxes and proposals to increase 
them further. Page 2 

Rupert Murdoch, chairman of 
media group News Corporation, 
plans to boost his presence in Ger- 
many's TV market He signalled 
keenness to take control of Vox. a 
small tossmaking free-to-air net- 
work in which he holds a 49.9 per 
cent stake. Page 22 

Donaldson Lufkin & Jenretta Real 
Estate Capital Partners, a unit of 
the US-based investment bank, 
has acquired a key site on the old 
Port of Barcelona, which has been 
developed as a US- style retail and 
leisure complex. Page 22 

US acquisitions of Asian 
businesses have reached $8bn so 
far this year - double that of the 
previous record year - as US cor- 
porations try to take advantage of 
Asia's crisis. A US-based monitor- 
ing agency, said the pace of acqui- 
sitions in Asia increased in the sec- 
ond quarter, with Japan’s financial 
sector toe main focus. 

CaEfontia’s economy continues to 
grow fester than that of the rest of 
toe US, with rising exports and fal- 
Ing unemployment. Internal expan- 
sion and Increased trade with 
Mexico and Europe offset a first- 
quarter 12 per cent dip in exports 
to Asia. Rage 6 

Armstrong Worid Industries, US 
budding materials company, 
announced the $890m acquisition 
of Triangle Pacific, leading US 
maker of hardwood floors. 

Page 22 

Thomas H Lbo, the US Investment 
group that buffi Snappte Into an 
international brand, Is to acquire 
up to 30 per cent of Cott for as 
much aa US$l50m. The troubled 
Canadian company makes private- 
label soft drinks. Page 23 

Lazio Issued a Euro-den ominated 
bond at the weekend, making the 
Italian region the first to launch a 
bond to toe future European stogie 
currency. The issue was a 30-yes-, 
E250m offering. Page 19 ; Fate of 
eurocheque in balance. 

Page 2 

AMP, Australia's leading insurance 
and financial services group, could 
provide a badly needed fillip for the 
Sydney stock market with its 
A$17bn ($1 Ibn) share listing today. 
Page 19 

British Biotech, the troubled UK 
biotechnology company, is suing 
Andrew Millar, the sacked head of 
clinical trials whose disclosures led 
to allegations that directors misled 
toe stock market Page 20 

C&teipMar, toe US company 
known for its excavators, plans to 
triple sales of power generating 
equipment partly by integrating the 
US and German parts of its busi- 
ness more closely. 

Page 19 

World Equity Markets 

The latest trends and data from more 
tan 50 national mariots at a glance 
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Nato in show 
of military 
force around 


Kosovo today 


Milosevic flies to Russia for talks with 
Yeltsin as west warns of air strikes 


Guy Dtantore m Belgrade 

Nato warplanes are to bold 
exercises near the Serbian-ruled 
province of Kosovo today as Pres- 
ident Slobodan Milosevic of 
Yugoslavia flies to Russia for 
talks that could halt Serbia's 
offensive against ethnic Albanian 
separatists, 

Javier Solana. Nato’s secretary- 
general, said Operation Deter 
mined Falcon was intended to 
"demonstrate Nato's capability to 
project power rapidly into the 
region". The exercises, involving 
50 aircraft from about 10 coun- 
tries, will be staged in Albania 
and Macedonia, which border the 
Yugoslav province. 

Western governments have 
warned Mr Milosevic that his 
talks tomorrow with Boris Yelt- 
sin. tbe Russian president, are 
his last chance to avert Nato air 
strikes in Serbia. 

Madeleine Albright, the US sec- 
retary of state, said Mr Milosevic 
would not be allowed to carry out 
ethnic cleansing in Kosovo as 
Serb forces did in the 1992-95 Bos- 
nian war, which was finally 
ended by Nato intervention. 

Serb sources said yesterday 
that Albanian guerrillas killed 
two members of Serbian security 
forces and wounded seven in 
ambushes. 

The- . Albanian-run Kosovo 
Information Centre accused Serb 
forces of blasting ethnic Alba- 
nian villages in the west of Kos- 
ovo over the weekend. It reported 
at least four Albanians dead In 
attacks on Saturday. 

Attacks by Serbian police and 
Yugoslav army units on strong- 
holds of the separatist Kosovo 
Liberation Army (KLA) dose to 
the Albanian border have 
uprooted more than 60,000 ethnic 
Albanians from their homes. The 
town of Decane and nearby vil- 


lages lie in ruins. About 15X100 
people have fled into Albania. 

Serbia's state-controlled media 
bave stressed tbe Importance of 
the Moscow talks and Indicated 
that Mr Milosevic may back 
down. "The two presidents will 
probably find a path ont of this 
crisis through a peaceful solution 
without the use of military 
power." the ruling Serbian 
Socialist party said. 

Russia is a traditional ally of 
its Fellow Orthodox Serbs, but 
western capitals are confident 
that Mr Yeltsin will tell Mr Milos- 
evic to give way and negotiate a 
settlement. 

Serbian security forces have 
shown no sign of halting their 
offensive since foreign ministers 
from the US, its European allies 
and Russia warned on Friday of 
possible Nato intervention. 

Villages near Decane were 
shelled on Saturday. The pro- 
independence Democratic League 
of Kosovo (LDK), led by Ibrahim 
Rugova, reported heavy shelling 
yesterday. No independent confir- 
mation was available as journal- 
ists are barred from the area. Ser- 
bian police blamed terrorists far 
the latest violence. 

Diplomats say Mr Milosevic 
still has room to manoeuvre. Mr 
Rugova is under pressure to dis- 
sociate himself from the KLA, 
while western governments 
oppose a redrawing of Balkan 
borders and rule out indepen- 
dence for Kosovo. 

"Nato will play Its role to help 
stabilise the region and encour- 
age a negotiated settlement that 
respects existing international 
boundaries,” Mr Solana said yes- 
terday. 

But the rebels are. growing in 
strength in central Kosovo and 
attack Serbian positions dally. 

EdfCorfal Comment, Page 17 



Goldman looks set 
to announce stock 
market launch 


By Tracy Corrigan to Hew York 

Goldman Sachs partners were 
yesterday expecting the firm to 
announce today that ft will end 
nearly 130 years of partnership 
and launch the investment bank 
on the stock market in what is 
likely to be one of the largest 
initial public offerings in 
history. 

Following an emotionally 
charged meeting of its 190 part- 
ners which ended on Saturday 
evening, the six-strong executive 
committee met late yesterday at 
the firm’s New York headquar- 
ters at 85 Broad Street to discuss 
the move and thrash out the 
details of the planned public 
offering, which is expected to 
consist of about 15 per cent of the 
firm. 

Although partners said they 
thought the plan would be 
approved^ the formal decision 
was not expected until late yes- 
terday. Based on discussions 
which took place at the partners' 
meeting, Goldman partners 
believe the total value of the Ann 
is around S30bn. Hus means an 
initial public offering is likely to 
be around fSbn to $5bn. 

People at the meeting said no 
formal vote was taken but the 
consensus was in favour of going 
public. Jon Gondne, co-chairman 
and co-chief executive officer of 
the firm, who has backed the 
plan, has consistently said the 
firm should not launch an initial 
public offering without “over- 
whelming consensus** among 


partners. Tbe next step, assum- 
ing a decision by the executive 
committee to go forward, is to 
develop a detailed plan which 
would be put to the partners for a 
formal vote. This is likely to hap- 
pen in mid-July, according to 
people who attended the meeting. 
The firm would then be expected 
to make its first filing to the 
Securities and Exchange Com- 
mission the following day. 

According to people familiar 
with the process, the firm would 
have to file for the offering by 
the end of July if It wanted to 
make the offering at the end of 
September, which is thought to 
be the likely timing. 

People at the firm said yester- 
day it was not yet clear exactly 
how the spoils would be divided, 
but there had been strong agree- 
ment that all the firm's 11,000 
full-time staff should benefit. 

As much as $6bn to $8bn of the 
total value of the firm could be 
assigned to Goldman staff below 
the level of partner, although the 
bulk of that would go to people 
ranked associate or above. This is 
because' of strong concerns that 
the structuring of any public 
offering should try to bind people 
to the firm. 

In 1995, when the Issue of a 
public offering was last dis- 
cussed. it was dropped without a 
formal vote because of strong 
opposition. 

Analysis, Page 16 
Observer, Page 17 
Lex, Page 18 
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Hong Kang chief executive Tung Chee-Hwa appealed in Sydney yesterday tor Japan to act to stop the yen’s slide. His 
can reflects fears among world leaders that ttw worid economy could be undermined. Page IB. Picture: Reuters 

EU seeks 30% rise in wine 
subsidies to beat off rivals 


By Michael Snftfe in Brussels 


European Union wine producers 
are in line for subsidy increases 
of up to 30 per cent as part of a 
drive to improve quality and 
fight off growing competition 
from New World wines and other 
countries. 

The European Commission, 
the EU’s executive, is 
expected this week to outline a 
reform blueprint for Europe's 
wine industry, that produces* 
three-fifths of the world’s 
wine. 

It wants to simplify legislation, 
to ease tight controls on grape 
planting and to increase financial 
help so that producers can 
upgrade vineyards. 

Friutz Fischler, EU agriculture 
commissioner, will seek support 
from fellow commissioners on 
Wednesday for a plan to lift sub- 
sidies for the sector to about 
Ecul.3bn ($1.4bn). a rise of 
almost one-third on this year’s 
Eculbn. 

His proposals could cause fric- 


tion with the US. Australia and 
other countries, already con- 
cerned about EU agricultural 
subsidies. 

However, the Commission con- 
tends that its proposals comply 
with commitments to the World 
Trade Organisation. 

Officials say reforms such as a 
reduction in central purchasing 
of unmarketable stocks would 
ease trade tensions because 
efforts at market management 
are the biggest source erf friction 
in the WTO. 

The Commission's proposals 
are part or a wide-ranging reform 
of the ElTs Common Agricultural 
Policy and are scheduled to take 
effect in 2000. They follow the 
1995 Implementation of WTO 
measures on wine requiring the 
EU to cut export subsidies and 
customs duties. 

This reduced the EU’s ability to 
use traditional intervention 
measures such as stock-buying to 
control volumes and prices, since 
importers could fill the market 
gaps. Imports remain below 5 per 


cent of the market but are grow- 
ing. 

Mr Ftschler's proposals allocate 
about Ecu 400m a year for recon- 
version measures such as chang- 
ing grape variety, relocating 
vineyards and renewing produc- 
tion techniques. 

Some of the money will come 
from a reduction in resources for 
buying in and distilling 
unwanted wine. 

The blueprint retains tight 
restrictions on new vineyard 
planting, but foresees a more 
flexible allocation system so that 
unused planting rights can be 
transferred to other producers 
more easily. 

EU member states will have to 
approve the proposed changes. 
Commission officials say they 
have consulted widely with 
the aim of reaching 
consensus. 

EU countries rejected wine 
reform proposals four years ago, 
but these were aimed at a differ- 
ent set of problems, including 
overproduction. 
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Budget row 
threatens 
EU summit 


By Nd Budday, Robert Paten 
and Lionor Baber in Canfiff 


A north-south row over 
contributions to the Euro- 
pean Union's Ecu90bn 
(SlOlbn) budget threatens to 
cast a shadow over today's 
summit of European Union 
leaden in Cardiff, Wales. 

The rift could undermine 
the p lana of Tony Blair. UK 
prime minister, to focus dis- 
cussions on political and eco- 
nomic reform to prepare the 
EU for enlargement to the 
east and south. 

With an eye on Septem- 
ber’s German general elec- 
tions, Chancellor Helmut 
Kohl is expected to use a dis- 
cussion on future financing 
of the Union to call for a 
reduction in Germany's 
DM22bn (Siam) net contri- 
bution. His demand for a 
“correction mechanism" to 
ensure richer states do not 
ahwiWpr an unfair burden of 


EU financing is expected to 
be backed by other large net 
contributors, including the 
Netherlands, Sweden and 
Austria. 

Bat southern member 
states, led by Spain, will 
resist all attempts to under- 
mine their position as net 
beneficiaries of the budget. 
The Spanish are adamant 
that they should not lose out 
as a result of eastern 

Budget discussions are a 
sensitive subject for the UK, 
which won an annual rebate 
to reduce its contributions 
after a long battle by then 
prime minister Margaret 
Thatcher in 1984, and is anx- 
ious not to see its rebate 
challenged. “We have made 
it clear that the British 
rebate is not up for grabs.” 
t>ip prime minister's frfftrfni 
spokesman said. 

Mr Blair hopes that Cardiff 
will not be sidetracked by a 
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Fvmers and their tamflfos protesting hi Canfiff yesterday agafcwt the EU export ban on British beef PA 


messy row over money after 
last month’s bad-tempered 
special summit on monetary 
union in Brussels. 

In a gesture of friendship, 
he plans to ask the German 
chancellor to speak first in a 
lunchtime discussion of the 
future of the EU, following 
last week’s Franco-German 
letter calling for a shake-up 
of EU decision-making. Hie 
UK government hopes to 
capitalise on Mr Kohl’s 
enthusiastic touting for the 
EITS ermuntmiPTit 1 to subsid- 
iarity - the notion the EU 
should only intervene where 
Europe- wide action is genu- 
indy necessary. 


But the British premier is 
also anxious to retake the 
initiative on EU reform fol- 
lowing .the letter from Mr 
Kohl and France's President 
Jacques Chirac. 

Mr Blair hopes the slogan 
of a “People’s Europe” is 
winning broad support 
across the EU, where gov- 
ernments f ro m Germany to 
Portugal are also nervous 
about yielding more powers 
to EU institutions. 

One idea to be discussed 
will be. giving an enhanced 
role to national pa rliamen ts 
in EU Hppfgi/wi - malring 

He wants the centrepiece 
of the summit to be a discus- 


sion of economic and politi- 
cal re fo rms needed to make 
Emu work and derive maxi- 
mum benefit from the single 
market. These include lower- 
ing prices of goods by iron- 
ing out disparities across the 
EU, and stimulating small 
businesses and innovation in 
an effort to create jobs. 

Mr Blair is pressing for 
discussions on the Agenda 
2000 plans to reform the ElTs 
common agricultural policy 
and regional funding to be 
completed by early next 
year. 


A p u nct u red inage. 

See Comment & Analysis 


Economic statistics’ 
quality ‘must improve 


By W&flgang Mflncfaao 
in Laxaubosy 


The quality of national 
economic statistics is insuffi- 
cient end must improve 
ahead of the Launch of the 
single European currency 
next year, according to Euro- 
stat, the statistics office of 
the European Union. 

European officials are 
warning that national statis- 
tic offices in some Euro- 
pean Union member states 
have been suffering from 
chronic underfunding, as a 
result of pr og ress ive budget 
cuts. 

Yves Franchet, head of 
Eurostat, said that the qual- 
ity of national statistics var- 
ied significantly across EU 
member countries. “National 
parliaments should put pres- 
sure On their gnw rmnpntg to 
improve the function of the 
statistical offices,” he said. 
The quality of statistics is 
expected to come under 
intense scrutiny in the 
run-up to European eco- 
nomic *nri monetary union 
next year. 

Under lfrnn, central bank- 


ers and finance' ministers 
wfll be relying on euro-zone 
statistics for their policy 
decisions. Eurostat has been 
pot in charge of publishing 
euro-zone economic statis- 
tics, but idles on national 
statistics offices for the sup- 
ply of raw data. 

Last month Eurostat 
began the process of publish- 
ing separate statistics for the 
E-ll group of participants in 
the single currency, and 
expects to expand its cover- 
age by ihe end of the year. 
Mr Franchet said the quality 
of national data had been 
s W jff rtn g m some cases. 

He was referring to data 
on intra-EU trade, which has 
become more difficult to 
measure because of growing 
trade Hows in the single 
European market Intra-com- 
pany trade, which national 
statistics offices have not 
always been able to monitor 
accurately, accounts for 
about 60 per cent of trade 
flows between France and 
Germany. 

Mr Franchet named Ger- 
many, Spain, Ireland, Den- 
mark, Sweden and Italy as 


among the countries where 
the quality of statistics do 
not always live up to the 
highest standards. He was 
particularly critical of the 

quality of statistics from the 
Federal Statistics Office in 
Germany, and warned that 
Eurostat would use Bundes- 
bank data instead if the 
quality of statistics did not 
improve. . 

Eurostat plans to publish 
around SO key economic indi- 
cators for the euro-zone - 
nati onal account statistics, 
price and cost statistics and 
short-term indicators. The 
Luxembourg-based agency 
employs 700 staff, compared 
to 70.000 employees in the 
national statistics offices of 
the combined* EU member 
countries. 

Eurostat offers no calen- 
dar of forthcoming data 
releases, except for the har- 
monised price index, because 
national statistics offices do 

not always supply their data 
on schedule. Mr Franchet 
said he hoped to have a cal- 
endar in place by the end of 
the year for the publication 
of quarterly statistics. 





Is the best place to have your meeting a place? Or i^i^aDigitolVisua^uonimunicalions^ system,* from VTEL? 
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Fate of 
eurocheque 
hangs in 
balance 


German 
trains 
undergo 
new tests 


By Gnage Graham, 
Damns p ii™ 


By Frederick Studemann 
In Bom 


Ttae late of the eurocheque, 
accepted for years as an 
international means of pay- 
ment in more than 40 coun- 
tries, hang s in the balance 
just as the euro makes its 
entrance as a European cur- 
rency. 

The eurocheque has 
already ftiiwi out of favour 
with many consumers and 
banks are keen to encourage 
the trend away from the 
paper cheques, which are 
expensive to process. 

Europay, the European 
payments , grouping associ- 
ated with MasterCard, is 
working with member banks 
to rethink its strategy for 
eurocheques, and bankers 
said killing off the product 
was a possibility. “At this 
stage we can’t say defini- 
tively that the. eurocheque 
will be eliminated,” said 
Rene Bloomers, who is in 
charge of the product at 
Europay. 

Ten years ago, travellers 
wrote 43.1m eurocheques, , 
which offered a guaranteed 
means of payment in 5m 
shops and restaurants or 
could be cashed at a bank 
counter. But eurocheque use 
has fallen steadily since then 
to 18.2m last year, with the 
speed of the decline acceler- 
ating sharply in the last 
three years. 

ABN-Amro, the Dutch 
bank, said customer demand 
for eurocheques was falling 
by 25 per cent a year. In the 
UK National Westminster 
Bank said it had no plans to 
phase out eurocheques but 
said was waning. 

Instead, consumers 
increasingly use their bank 
cards to withdraw cash from 
automated teller machines, 
with debit cards also now 
gaining popularity. National 
cash cards branded with 
Europay's ec pictogram or 
MasterCard's Cirrus logo can 
be used in cash machines 
around the world. 

The possible demise of the 
eurocheque may appear 
anomalous, just months 
before Europeans will be 
able to write cheques denom- 
inated In euros. Same banks 
are worried their customers 
will believe that because 
they use the same currency 
as another country, they will 
be able to write cheques to 
people or companies there 
with no extra charge. 

Europay, like the rival 
Visa payments group, is 
keen to promote cards rather 
than paper cheques as the 
ideal means of payment in 
euros. Electrode card pay- 
ments are cheaper to process 
than paper cheques. 
“Whether the euro comes in 
or not has no direct relation 
with the fate of the euroche- 
que," Mr Bloomers said. 

Some individual banks, 
too, have started to steer 
customers away from 
eurocheques by raising their 

handling rhatgoc 

Doris Southern managing 
director of Athkrne Press, a 
UK publisher, found that 
Bank of Scotland had 
abruptly instituted a mini- 
mum charge of £15.00 
($24£0} per cheque for pay- 
ing In the eurocheques she 
receives from bookselleis in 
continental Europe. 


Deutsche Rahn the German 
federal railway, removed all 
its first generation inter-city 
express (ICE) trains out of 
service at the weekend in 
the second wave of compre- 
hensive checks following the | 
crash of a high-speed train 
earlier this month at 


Eschede, Lower Saxony. 


The company said 59 ICE 
trains would be re-examined 
for possible faults to the 
wheels. The fracturing of a 
steel tyre on a wheel is 
believed to be the cause of 
the Eschede crash in which. 
100 people died. . •' “ 
Thelatest round erf checks, 
which led to cancellations 


and delays on many routes, 
were ordered following the 
breaking of a wheel on a 
suburban train which, 
although not operated by 
Deutsche Bahn, used the 
same type of wheel carriage 
as the ICE. 

The company would not 
say which surburban train ■ * 

service was affected. Deut- 
sche Bahn also ordered 
checks on company trains 
used an the local network in 


Hamburg. 


Deutsche Bahn said the 
first series of checks on first 
generation ICEs had not yet 
produced conclusive results 
as to the cause of the 
Eschede crash. Germany’s , 

worst rail accident since the 1 

second world war. Ultra- . t : 

sound checks of some 2,000 
wheels had not yet “brought 
anything new to light", the i 
company said. ■, 

The ICE, which was intro- 
duced in 1991, has spear- . a 
headed a revival in the for- n * 
tunes of Deutsche Bahn. The 
high-speed trains, which can 
travel at up to 280kph. have 
been instrumental in luring 
travellers away from air- 
lines. The third-generation 
ICEs, due to be introduced 
next year, will be capable of 
travelling at 330kph. 

Matthias Wissmann, fed- - 
era! transport minister, told ' 


a newspaper at the weekend 
it was too early to draw con- - 
elusions for the future of 
high speed train travel from ! 
the Eschede crash. 
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Gazprom chief threatens tax revolt 

,sl ' 111 Prow 


By Charles Cto*er and 

jotoUttithi in Moscow 
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Russia's largest taxpayer has 
threatened to rebel against 
high tax rates and proposals 
to increase them further, 
just as pressure on govern^ 
ment finances is reac hing a 
critical level. 

Rem Vyakhirev, chairman 
of Gazprom, the gas monop- 
oly, said at the weekend the 
company would stop signing 
new contracts to export gas 
unless the government 
reduced value added tax 
rates from 22 per cent and 
, excise taxes from the cur- 
rent level of 30 per cent 
. He said the high taxes 


toeant Gazprom was los ing 
about $1 per 1,000 cubic 
meters of gas on its exports 
to Europe. “With such Req- 
uisitioning', . Russian gas 
delivered to the centre of 
Europe Is less- making." he 
said. He also criticised a pro- 
posal that would force Gaz- 
prom to pay the excise tax 
upon delivery of gas to the 
customer, both foreign and 
domestic, rather than upon 
payment. 

Mr Vyakhirev’s threats 
come at a particularly inop- 
portune time for the Russian 
government, which far^p c a 
severe medium-term cash 
crunch due to over-borrow- 
ing on the Treasury bill mar- 


ket Foreign, investors have 
frpg nn to sell their Ho lding s 
of treasury bins after losing 
confidence in the 'Russian 
government's economic pro- 
gramme^ siding the coun- 
try’s capital markets into a 

taUspin. 

If T-Bffl redemptions con- 
tinue, this would put severe 
strain on Russia’s foreign 
currency reserves, and could 
eventually provoke a devalu- 
ation of the rouble. 

“I think that the next two 
weeks’ wfll be critical for the 
Russian government,” said 
Dan McGovern, managing 
director of emerging markets 
research at Merrill Lynch, 
the US investment bank. He 


Czech Republic voters likely 
to buck post-communist trend 

A left of centre government may take office just as. central 
Europe tums to the centre-right, writes Robert Anderson 
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T he Czech Republic is 
likely to buck recent 
trend in post-communist 
central Europe at the end of 
this week and elect its first 
left of centre government 
since the 1989 Velvet Revolu- 
^tlon, just as its neighbours 
“return to centre-right rule. 
The country is the only 
former communist nation In 
central Europe not to have 
given a leftwing party a 
share of power since 1989. 
But like the Hungarians last 
month, the Czechs are tired 
of stagnation in living stan- 
dards and the whiff of cor- 
ruption that surrounded 
their government 
The Czech left has waited 
so long because the centre- 
right government of Vaclav 
Klaus was initially more suc- 
cessful Sun those in neigh- 
bouring countries. Mr Klaus, 
who . governed from 1992 
until he was brought down 
by a political f unding scan- 
dal last November, quickly 
^dismantled the command 
Feconomy but was careful to 
maintain living standards 
and employment. 

He was also able to demon- 
ise the left because, unlike 
in Poland or Hungary, the 
Czech communist regime 
remained hardline until the 


end. This meant that the 
Social Democrats (CSSD), 
unlike their sister parties in 
Poland and Hungary, were 
based on a strong inter-war 
party and not the old Com- 
munist party, which still 
calls itself such. 

The Social Democrats 
almost toppled Mr Klaus in 
1996. In that election they 
came from around 6 per cent 
in 1992 to win 26 per cent, 
just three points behind Mr 
Klaus’s Civic Democrats 
fODS). Milos Zeman, their 
leader since 1993, was able to 
soak up most of the protest 
vote and squeeze out the 
smaller leftwing parties in 
order to overtake the com- 
munists. The party's prob- 
lem since 1996 has been to 
satisfy the enormous expec- 
tations of its working class 
and older voters who have 
hot benefited from the coun- 
try's transformation. 

Senior party figures admit 
that these . voters cannot 
understand why the party 
permitted Mr Klaus to form 
a minority government after 
that election and why, when 
he fell, they propped up 
Josef Tosovsky's centre-right 
caretaker administration. 
One consequence has been 
the rise of a party of leftwing 


said, additional funds would 
be forthcoming from the 
International Monetary 
Fund and the Japanese 
export import bank later this 
month. But, before then, 
“the government will have 
to place treasury bills with 
foreigners and use tax reve- 
nues to make [Treasury-bill] 
redemptions instead of pay- 
ing miners arid teachers." 

During previous fiscal 
crunches, the Russian gov- 
ernment has often squeezed 
Gazprom for additional reve- 
nue. The departure of Viktor 
Chernomyrdin as prime min- 
ister in March has removed 
an important Gazprom any, 
who defended the company 


from the revenue-hungry 
finance ministry. Mr Cherno- 
myrdin was the farmer head 
of the Soviet gas industry 
and creator of Gazprom. Last 
month. Mr Vyakhirev said. 
Gazprom paid one quarter of 
the government’s total tax 
revenues. 

This month, the govern- 
ment submitted a draft law 
to the state Duma, or parlia- 
ment, which would increase 
the tax liability of Gazprom 
by assessing excise -taxes 
upon delivery of gas rather 
than upon payment. Gaz- 
prom only collects between 
10 and 15 per cent of its reve- 
nues from gas sales in cash. 

Mr Vyakhirev has repeat- 


edly criticised the proposal 
Earlier this month, he said 
that imposing payment of 
excise taxes on delivery, 
while cash payment rates 
were so low, “would mean 
the end of Gazprom". 

“It's simply that them has 
been a change of govern- 
ment and one fras to pypiain 
everything again,” he said, 
referring to Mr Yeltsin's 
appointment of Sergei Kiri- 
yenko as the new prime min- 
ister. He said the govern- 
1 ment should mortgage part 
of its 40 per cent share in 
Gazprom to oil companies 
Shell or Eni. the company's 
two strategic partners, in 
order to raise revenue. 


pensioners. 

Nor have the Social Demo- 
crats been able to move on 
to the centre ground. In 
Prague, which is much 
wealthier than the rest of 
the country, they are still 
seen as dangerously radical 
and the largely rightwing 
mpHia paint Mr Zeman as an 
unreliable demagogue. 
Instead, disillusioned ODS 
voters have turned to the 
new Freedom Union which 
split from the ODS, or will 
stay at home. 

The party is also being 
outspent and outsmarted in 
the election campaign. In 
opinion polls the CSSD is 
only winning the same sup- 
port it achieved in 1996. 
though it seems likely that, 
as then, it will attract more 
of the undecided voters than 
the other parties and climb 
to around 30 per cent This 
will put it in a commanding 
position to form a coalition 
with the Pensioners party on 
its left and the small Chris- 
tian Democrat party on its 
right. If more votes are 
needed, the CSSD would 
have to rely on the tacit sup- 
port of either the Freedom 
Union or, more controver- 
sially, the Communist party. 

If it has to create a minnr- 



NBloa Zeman deft), loader of die Social Democrats, and Vfidav Klaus, former prime minister 


ity coalition, this will make 
the task of governing even 
more difficult than it already 
looks. The party only has a 
handful of people with any 
experience of government 
and most of the ambitious 
young experts have gravi- 
tated to the rightwtng par- 
ties. “We have a problem 
convincing people that we 
have the capability of being 
in power.” admits Jan 
Kavan, a potential foreign 
minister. "We have had to 
create our own experts in 
the wilderness.” 

Jan Vrba - like Mr Zeman 
formerly a senior figure in 
the now defunct centrist 
Civic Forum movement 
which led the first post-com- 
munist government - 
refuses to name the busi- 
nessmen in his industrial 
policy working group. 
“There is still a phenomenon 


here that people do not want 
to be associated with the 
left,” he explains. The party 
hag been under intense scru- 
tiny since Mr Klaus resigned 
but has shown its inexperi- 
ence by failing to speak with 
one voice about its pro- 
gramme and bickering under 
pressure. 

In March it foiled satisfac- 
torily to limit the damage 
from dubious corruption 
allegations and when at the 
start of the campaign last 
week Mr Zeman raised the 
possibility of relying on the 
tacit support of the Commu- 
nists. he was Immediately 
attacked by Petra Buzko va. 
one of the popular young 
leaders of the party's right- 
wing faction. 

Ivo Svoboda, the likely 
finance ministar and another 
Civic Forum defector, has 
struggled to defend the eco- 


nomic programme of deficit 
budgets to kick-start growth, 
an active industrial and 
export policy and a slow- 
down in privatisation and 
price deregulation. When he 
floated a plan to set the cen- 
tral bank's inflation target 
last month he was quickly 
forced to back down. 

If there remain question 
marks over the party’s pro- 
gramme, its readiness for 
office and ability to fulfil 
expectations, even some of 
its enemies accept that It 
can only be healthy for 
Czech democracy to experi- 
ence its first alternation of 
government from right to 
left 

"This is something we 
need to experience," admits 
Jiri Payne, an ODS deputy. 

ftiwstns mark time, 
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NEWS DIGEST 


BALTIC STATES 

Primakov positive on 
Lithuania’s EU hopes 

Yevgeny Primakov, Russia's foreign minister, says Moscow 
does not oppose Lithuania's ambitions to Jan the European 
Union. “This does not do damage to anyone and we support 
this," Mr Primakov said at a press conference in Vilnius, Lith- 
uania's capital, at the weekend. 

However, Mr Primakov reiterated Russia's opposition to 
Nato entry for the Baltic states of Estonia, Latvia, and Lithua- 
nia. “With respect to the issue of Nato. our positions diverge ' 
entirety." he said. 

Lithuania signed a border treaty with Moscow Last year, the 
only Baltic state to do so. The Duma, Russia's lower house of 
parliament, has yet to ratify the treaty, and several lawmakers 
have expressed concern about the fate of Russia's access to 
Kaliningrad, the heavily militarised territory between Lithuania 
and Poland. Mate) Vipotnik, Riga 

EUROPEAN TRANSPORT 

Danish bridge opens 

Europe's longest, and the world's second longest, suspension 
bridge was officially opened yesterday, marking the comple- 
tion of a 14km permanent road-rad link across the Great Belt 
straits separating foe Jutland peninsula and the island of 
Funen from Zealand, the eastern part of Denmark. 

The Great Belt link, one of the most ambitious Infrastructure 
projects in Europe, is a three-part project, consisting of a 
low-level road and rail bridge across the western section of 
foe Belt. It cost about DKr21.6bn (S3.2bn) at 1986 prices and 
took 10 years to complete. Kitary Barnes, Copenhagen 

MALTESE POLITICS 

Early poll threatened 

Alfred Sant. Maltese premier, will call an early general election 
if a government motion sanctioning the lease of public prop- 
erty to an American-led consortium is defeated for the second 
time in parliament today. Mr Sant's ruling Labour party was 
swept into power in an upset election result SO months ago. 

Its future lies in the hands of 82-year-old Dorn Mintoff, a 
former socialist premier and now a labour backbencher. Last 
week, he shook the government by joining the Nationalist 
party opposition In voting against the government motion. Mr 
Sant said his government would not stay in office unless it 
enjoyed the full backing of the entire parliamentary group and 
called for Mr Mintoff s resignation. Godfrey Grima, Valletta 


CAUCASUS PIPELINE 

Russia urged to deliver funds 

A top Chechen official yesterday threatened to shut down an 
ofl pipeline connecting Azerbaijan to the Black Sea if Russia 
did not deliver promised funds by the end of foe month. 

Shamil Basayev, acting prime minister of Chechnya, which 
fought a bloody war of independence three years ago, 
charged that Russia had not fulfilled all of its agreements 
signed at the end of foe war. Chechnya has repeatedly threat- 
ened to dose down foe fine whenever war reparations pay- 
ments fall behind. Charles Clover, Moscow 
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UN envoy warns on impact of Iraqi sanctions 


By Rada Khafef In Baghdad 

United Nations on 

Iraq will have long-term 
adverse effects, such as mal- 
nutrition Of chilrirpn ,, social 
deprivation and economic 
hardship and the deteriora- 
tion of infrastructure and 
education, that need to be 
considered by the interna- 
tional community, according 
to Prakash Shah, the United 
Nations secretary general's 
special envoy to Baghdad. 

Mr Shah , appointed earlier 
this year to smooth relations 
between the UN and Iraqi 
authorities also said he 
believed Baghdad would con- 
tinue to co-operate with 
Unscom, the commission 
charged with disarming Iraq, 


at least until October. 

Mr Shah was speaking 
during a critical visit by 
Richard Butler, the chief UN 
weapons inspector, to dis- 
cuss a road map of remain- 
ing disarmament steps with 
Iraqi officials. 

The Iraqi government 
expected Mr Butler’s report 
to the Security Council in 
October to break new 
ground and lead, at least, to 
a partial lifting of sanctions. 

“The expectation is the 
neat six-month report in 
October will be very Impor-' 
taut and a crucial one in the 
activities of Unscom." he 
said. “Both Butler and the 
Iraqis have expressed that 
they want to finish the work 
in the coming few months. 


This is an opportunity and it 
will encourage them to work 
together and narrow the 
gaps.” After October, he 
said, Iraqi co-operation 
would depend on the report 
Diplomats, however, warn 
against building up high 
expectations. Mr Butler was 
upbeat at tbe start of his 
visit in an attempt to 
encourage the Iraqis to 
cooperate. However, he gave 
no indication yesterday of 
whether progress bad been 
achieved in the two-day 
talks, due to end last night 
Preliminary results Indicate 
Unscom excavations could 
lead to confirmation or Iraq's 
cl aim that It had destroyed 
45 germ and chemical mis- 
sile warheads. 


Moreover, since the Febru- 
ary agreement between Iraq . 
and Kofi Annan, the UN sec- 
retary general, presidential 
sites previously declared off- 
limits by the Iraqis emerged 
from a preliminary inspec- 
tion with no incriminating 
evidence. 

However, the remaining 
gaps will not be easy to 
bridge. Mr Butler’s road map 
indicates that Unscom still 
has important questions on 
the long-range HalHctln mis- 
siles and chemical files, and 
it lacks a dear understand- 
ing of Iraq's past biological 
weapons programme. 

The road map is aimed at 
convincing the Iraqis to pro- 
vide evidence that allows 
Unscom to verify the govern- 


ment's claims that all had 
been destroyed. However, 
Iraq has maintained that the 
documents have either been 
destroyed or can no longer 
be found. 

France. Russia and China 
now believe the time is near- 
ing for Mr Butler to produce 
a final report to the security 
council and for Unscom to 
focus its work essentially on 
monitoring and verification 
rather than inspections. But 
such a move would meet 
stiff resistance from the US 
and the UK. “The purpose of 
the sanctions is to makp Iraq 
fully co-operate and get Iraq 
to destroy all its weapons of 
mass destruction," said Mr 

S hah 

“Much has been achieved. 


Unscom worked for seven 
years, destroyed more weap- 
ons than in the Gulf war by 
their own edmisainn. They 
have done a remarkable job 
and it is only appropriate 
this is recognised and 
Unscom is able to pat for- 
ward a report that lists the 
achievements so a political 
decision can be taken by the 
council,*’ he said. 

The problem, however, is 
that Security Council deci- 
sions on Iraq appear to 
deepen divisions and lead to 


The $300m Iraqi request 
for oil industry spare parts 
to meet the expanded oil-for- 
food programme is a case in 
point 

Although the UN sent 


experts to - confirm Iraqi 
claims that it needed the 
funds to be able to pump 
$4.5bn worth of oil in six 
months - under tbe now 
expanded oil-for-food pro- 
gramme - the decision 
needed to release the funds 
has been held up -at the 
security council by the US. 
which wants to add condi- 
tions onto the resolutlon. 

Mr Shah will only say 
“some members” of the 
council have “political ques- 
tions" about the resolution 
and that the secretary gen- 
eral is disappointed that the 
decision to release the $300m 
has not been taken, though 
the expanded phase of tbe 
oil-for-food deal started on 
June 4. 


HAMAS THE ISLAMIC RESISTANCE MOVEMENT HAS BEEN IN CONFLICT WITH ARAFAT WHOM IT ACCUSES OF BOWING TO THE US AND ISRAEL 


Yassin eyes better ties with Palestinian leadership 


By Jody Dempsey to Gaza 

When Sheikh Ahmed Yassin, 
founder and spiritual leader 
of Hamas, the Islamic Resis- 
tance Movement, returns to 
Gaza this week after touring 
Arab states, he intends to 
seek a reconciliation with 
the Palestinian leadership. 

Hamas and the Palestinian 
Authority (PA) have been at 
loggerheads in recent 
months, with the PA crack- 
ing down on Hamas activ- 
ists, and Hamas a rrn Ring the. 

PA of bowing to the US and 
Israel without reaping any 
benefits from the peace pro- 
cess. The sheikh, released 
from an Israeli prison last 
October, spelt this out dur- 
ing a recent tour of Arab 
states who pledged substan- 
tial aid to fund Hamas’ 
social welfare institutions in 


Gaza and the West Bank. 

Not surprisingly, Israeli 
and Palestinian officials fear 
some of the money wiD be 
channelled into the military 
wing of Hamas which 
claimed responsibility for 
the wave of suicide bomb 
attacks in Israel during 1996 
and 1997. 

The warm reception and 
financial pledges, however, 
do not reflect unanimous 
support by Arab states for 
Hamas. Rather, they indicate 
a mixture of emotions: disap- 
proval of the Oslo peace 
accords, dislike for Mr Ara- 
fat and disdain for the way 
in which Ben jamin Netan- 
yahu, Israel's prime minis- 
ter, is diminishing the Pales- 
tinians' economic, and 
especially political, pros- 
pects. 

These aside, the tour 


embarrassed Mr Netanyahu 
and Mr Arafat who through 
their policies, have together 
and unwittingly enhanced 
the sheikh's popularity. 

Under pressure from Israel 
and the US, Mr Arafat has 
cracked down on Hamas and 
its social welfare institu- 
tions. Hamas political lead- 
ens have been held without 
trial, with no access to law- 
yers; Islamic newspapers 
and social welfare institu- 
tions have been shut for sev- 
eral months at a time. 

"The PA is undermining 
the rule of law." said Hamdi 
Shakqqra, board member of 
the Palestinian Centre of 
Human Rights. “It is react- 
ing to pressure from the US 
and Israel to crack down on 
Hamas and Islamic social 
institutions even though 
Israel once encouraged and 


tolerated H amas in order to 
weaken the PLO." 

Hamas officials, who 
oppose the existence of the 
Jewish state, say the crack- 
down has brought the PA no 
tangible results In the peace 
process. There has been no 
halt to the expansion of Jew- 
ish settlements, no end to 
confiscation of land or resi- 
dence identity cards in Jeru- 
salem, no end to the demoli- 
tion of Palestinian homes 
and no Israeli troop rede- 
ployment from the West 

Bank. 

Yet while Hamas balks at 
the way Mr Arafat bows to 
US pressure, it denies any 
suggestion Sheikh Yassin 
will openly challenge Mr 
Arafat. “We do not want to 
fight tbe PA,” said Ismail 
Abu Shanab, Sheikh Yas- 
sin's deputy and head of 


Gaza's Engineers' Associa- 
tion. 

“If we fight, it could lead 
to a civil war. This is what 
Israel wants. What we want 
is an honest evaluation of 
the past four years of Oslo 
and some unity between the 
PA and Hamas.” 

That does not mean 
Hamas will join a national 
unity government with the 
PA. Mr Abu Shanab said it 
would be impossible ideolog- 
ically since Hamas was 
staunchly opposed to the 
Oslo peace accords signed 
between Israel and the PLO 
in 1993 and 1995. 

Instead, he wants the PA 
to stop harassing Hamas and 
“stop pleasing the US. The 
more the PA cracks down an 
us, the more it will radical- 
ise Hamas and increese its 
sympathy". 


Such a request creates a 
dilemma for Mr Arafat If the 
PA and Hamas agree to a 
“national understanding”, 
Mr Netanyahu will accuse 
Mr Arafat of legitimising 
Hamas. 

If Mr Arafat Calls to reas- 
sure Hamas that he will stop 
cracking down indiscrimi- 
nately, he risks alienating a 
growing force in Palestinian 
political and social life. 

"Hamas will go under- 
ground if the PA continues 
crackdown on us," said Razi 
Hamad, editor of A1 Rasala 
which is owned by the 
Islamic Salvation Front “It 
will galvanise a strategy for 
the armed struggle against 
Israel” 

Unless, said PA officials. 
Mr Netanyahu realised he 
had to give Mr Arafat - and 
the Palestinians - something 



Yassin: returns to Gaza this 
week after touring Arab states 

concrete to make the peace 
process worth defending 
against Hamas' agenda. 
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Kuwait seeks 
to end impasse 


By Rabbi Alen hi Dubai 


Talks are set to continue 
today in an attempt to 
resolve a stand-off between 
Kuwait’s government and 
parliament. 

Failure of the discussions 
between Sheikh Saad al- 
Abdullah al-Sabah, the 
crown prince and prime min- 
ister, and Ahmed al-Saa- 
doun, parliamentary 
speaker, could bring dissolu- 
tion of parliament and gen- 
eral elections within 60 days. 

Each side blames the other 
for “a lack of co-operation” 
and for the national assem- 
bly’s failure to pass impor- 
tant economic legislation, 
including the 1998-99 state 
budget Kuwait's fiscal year 
starts on July l. Sheikh 
Jaber al-Ahmed al- Sabah, 
the emir, yesterday followed 
up mediation attempts by 
s umm on i ng Mr al-Saadoun 
and four other national 
assembly delegates. 

The Issue apparently 
behind the paralysis in rela- 


tions between, the executive 
and legislature is parlia- 
ment's Insistence on its right 
to question the interior min- 
ister. one of four portfolios 
regarded by the government 
as “sovereign" ministries 
exempt from cross-examina- 
tion. These also include the 
prime minister, and the min- 
istries of defence and foreign 
affairs. 

However, earlier this year, 
Sheikh Saad extended this 
“sovereignty" to his informa- 
tion minister Sheikh Saud 
Nasser al-Sabah. He ten- 
dered the resignation of the 
entire cabinet rather than 
agree to parliamentary 
cross-examination of -Sheikh 
Sand, who later returned to 
the government as ofi minis- 
ter. 

Jassem al-Saadoun, head 
of Al -Shall Economic Consul- 
tants and an independent 
adviser to the national 
assembly, said parliament 
was empowered by the 1962 
constitution to cross-exam- 
ine whom tt liked. 


Banks to 
tighten 
rules on 
volume 
payments 

By George Graham, 

Bankbtg Editor 




Big international banks have 
agreed to tighten their stan- 
dards for processing high 
volume ■ payments. In an 
attempt to reduce foreigng* 
exchange settlement risk. ' 

New guidelines issued by 
US hanks belonging to tbe 
Swift financial messaging 
network would allow pay- 
ment instructions to be can- 
celled up to two hours before 
they are due to be processed. 

T his would cut the risk that 
a hank might have paid over 
its side of a foreign exchange 
t ransa ction in, say, dollars, 
but never receive the corre- 
sponding D-Marks. 

R anks would also be 
required to confirm credits 
to its bank customers within 
10 minutes of the credit 
being posted, by a payment 
system such as New York's 
Chips, which is used for 
most foreign exchange pay- 
ments. 

John Masterson of- 
J.P. Morgan, who chairs thL- l 
Swift US national group, 
said few big banks would be 
able to meet every one of the 
recommendations immedi- 
ately. 

Some h anks accept pay- 
ment cancellations only on a 
“best efforts” basis - if they 
have a chance to cancel the 
payment they will, but with 
no guarantee - while others 
require cancellation notices 
the day before the payment 
is due to be made. 

The group of US banks has 
been working with bankers 
in the UK, and the standards 
could be applied more 
widely. 

Many hanks are now reas- 
sessing their circle of corre- 
spondent banks with an 
to the arrival of the e 
next year, and compliance 
with the recommendations is 
likely to be used as a crite- 
rion. 

“If I'm looking for a corre- 
spondent in the European 
Union, the odds are I'm 
going to pick the banks 
that will help me reduce 
my risk," Mr Masterson 
said. 

The industry has been 
under pressure from central 
banks to reduce foreign 
exchange settlement risks. 
Because of the sums 
Involved - foreign exchange 
trading is estimated at more 
than fl^OObn a day - central 
banks fear that if one bank 
failed to meet its foreifcj ft* 
exchange payments, it could ^ 


u 1 


easily bring down others in 
its wake. 

Efforts to improve settle- 
ment practices at individual 
banks are viewed as an 
essential complement to 
industry-wide risk reduction 
schemes such as the estab- 
lishment of CLS Bank, a 
global clearing house for for- 
eign ex c hange payments. 
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CONTRACTS & TENDERS 



* 


The Ministry of Finance 
of the Republic of Lithuania 

pursuant to the Resolution of the Government of the Republic of Lithuania 
no. 477 of April 20. 1998 

announces the invitation to open tender 

for the purchase of a majority interest in AB Lietnvos Zemes Ukio Bankas 
(Agricultural Bank of Lithuania), having its corporate scat in J.Bnsanaviciaus g. 26, 
2600 Vilnius, Lithuania. 

The tender is open to banks or other financial institutions or consortia of banks and/or 
other financial institutions with paid-up share capital of not less than ECU 5 million. 

In order to participate in the tender, interested parties should submir a request for an 
information packet. The request for the information packet should include the 
company name, address, name of contact person, telephone 'and fax numbers. The 
request may be in Lithuanian or English, and should be faxed or delivered for the 
attention of Ms. Lina SkorochodovaitiS or Mrs Vilma Macerauskien6 at Room 501 the 
Ministry of Finance of the Republic of Lithuania, I.Tumo-Vaizganto 8a/2. 2600 
Vilnius, Lithuania. Fax. Number. +370 2 226387 or 227424. Telephone number 
+370 2 390171 or 390174. Interested parties will be provided with the text of a 
confidentiality agreement to be signed and instructions as to how to obtain the 
information packet. The information packet costs LTL 2360 (USD 590) with the 
inclusion of VAT. Requests for the information packet should be received no later than 
13* July, 1998. 

The tender shall comprise two rounds. In the first round, participants will be required 
to submit a statement of qualifications and an indicative statement of the number of 
shares they seek to purchase, as described in the tender rules. First round submissions 
will be due on 20* July, 1998. Participants invited to take part in the second round 
win be required to submit a bid including inter alia a binding offer to purchase shares 
and a detailed business plan, as described in the tender rates. Second round bids will 
be due by 29* August, 1998. The winner will be selected by 2 nd September, 1998. 

The Ministry of Finance reserves the right to withdraw from the tender or amend" its 
items and conditions without providing the reasons for doing so. 
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us buys iHong Kong braces for rate rise 

$8bn of 1 6 ® 

Asian 
business 


By John Rfahfing in Hong Kong 
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' By Tony Walker in New York 

US acquisitions of Asian 
businesses this year have 
reached a value of $8bn, dou- 
ble that of the previous 
• record year, reflecting 1 a 
drive by US corporations to 
‘ take advantage of Asia's 
~ deepening crisis. 

H : Securities Data, a US- 
~ based monitoring agency, 

‘ imports the pace of acquisi- 
tions in Asia Increased in 
' the second quarter, with 
' Japan's financial sector the 
‘ mam focus. 1996 saw the pre- 
vious high, with $4.3bn in 
US takeovers across Asia. 

■ - us corporations have 
• announced investments 
'‘■worth about $4bn in Japa- 
nese businesses in 1998, led 
' by Travelers Group's 25 per 

cent $lbn stake in Nikko 

- Securities. Japan's third 
largest brokerage. 

? • Wen-Tzen Lim, a mergers 

- and acquisitions analyst at 
1 Securities Data, describes 
' the present surge of invest- 

■ ment by both US and Euro- 
•' pean investors as a “historic 

moment" which be likens to 
dr the UK’s “big bang" when it 
^opened its financial sector to 

■ ‘foreign investors. 

■* Securities Data, whose sur- 
vey included Japan, South 
Korea, Thailand, Malaysia, 
Indonesia and Hong Kong, 
found that to mid-June 
‘‘Japan accounted for more 
than half announced deals, 
followed by South Korea and 
1 Thailand. 

' Metropolitan Life’s 
announcement this month 
1 that it had reached an 
understanding with Korea 
Life, South Korea’s second 
largest life assurer, on a 
■$lhn equity and reinsurance 
" package marks the fourth 
straight month that pro- 
posed investments by "west- 

■ era companies in Asia have 
it exceeded $lbn - the first 
iVt 


Hong Kong's financial 
markets are braced for a rise 
in interbank interest rates 
and gloomy statistics on 
unemployment this week as 
the territory's economy and 
currency come under pres- 
sure from the falling Japa- 
nese yen. 

Tung Chee-hwa. Hong 
Kong's chief executive, said 
yesterday that the Hong 
Kong and Chinese curren- 
cies needed to be maintained 
as anchors of currency sta- 
bility in Asia. 

CaiUng during an official 
visit to Australia for greater 
urgency in stabilising the 
yen, Mr Tung said: “No one 
should doubt the tremen- 
dous sacrifice that both 
Hong Kong and the main- 
land of China are bearing to 
prevent the problem of cur- 
rency depredation from cas- 
cading." 

Speaking before his depar- 
ture for Sydney, Mr Tung 
urged action from Tokyo and 
Washington. 

“We hope Japan and the 
US will come out and do 
something," he said, warn- 
ing that Hong Kong would 
be affected by the latest bout 
of regional financial instabil- 
ity and that interest rates 
would be pushed up in the 
short term. 

Money market interest 



Tum Ctwe^wa. Hwg Kong ctict wa&aitiv*, Mia wfth PhlBp Rudd ock at a rac -*** OT1 In Sydray^ 
yesteitJay. Mr Tung Is on a three-day visa to attend the Ausfrafia summit 


rates were already climbing 
sharply at the end of last 
week, hitting a five-month 
high amid concerns over the 
stability of the Hong Kong 
dollar peg to the US cur- 
rency. 

Overnight interbank rates 
reached 11 per cent in late 
Hong Kong trading last Fri- 
day, compared with 7 per 


cent on Thursday, while the 
three month rate went as 
hi g h as 15 per cent 
Economists warned that 
the prospect of a negative 
aggregate balance in the 
interbank market tomorrow 
- a situation in which the 
amount of foreign exchange 
transactions due to be set- 
tled exceeds the funds avail- 


able - could push money 
market rates sharply higher 
under the territory’s cur- 
rency board exchange rate 
mechanism. 

The prospect of a negative 
balance reflects heavy sales 
of the Hong Kong dollar last 
week as investors reacted 
anxiously to the foiling yen 
and confirmation that Japan 


has fallen into recession. 
Traders said the sales also 
reflected hedging by compa- 
nies and cited sons of specu- 
lation against the Hong 
Kong dollar. 

A protracted rise in inter- 
est rates to defend the peg to 
the US dollar has contrib- 
uted to a severe downturn in 
the Hong Kong economy and 
a sharp fall in the stockznar 
ket 

The benchmark Hang 
gpng index fell almost 8 per 
cent last week and now 
stands at less than half its 
level of last August 
Unemployment figures due 
to be released today are 
expected to show a further 
rise from the &9 per cent at 
the end of April, a 14 year 
high. 

Donald Tsang, financial 
secretary, dismissed specula- 
tion that the foil in the yen 
could force Uhlna to devalue 
and that Hong Kong’s peg to 
the US currency is under 
threat 

“Seldom have 1 seen so 
many definitive and categor- 
ical statements on an issu e ," 
he said, referring to Beijing’s 
pledges to maintain the 
value of the renminbi 
Mr Tsang said there were 
was no economic justifica- 
tion for devaluing the ren- 
minbi and said the Hong 
Kong dollar would be 
defended. 


Extremist vote 
a lesson for us, 
says Howard 


By Own RoMuson in Sydney 
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r thne this has happened. 

- uk, German, Dutch and 
' Swedish companies are lead- 
ing the European push. 
European investments this 
year stand at about $4bn, 

■ according to Securities Data. 

‘ These include Tesco of the 
UK’s $350 purchase of aThai 
supennatket cbaoh, Gom- 
r merzbank of Germany’s 
5249m stake in the Korea 

• Exchange Bank and Dutch 
' ABN-Amro’s $180 inyest- 

- ment in the Bank ofAsia. 

Daimler Benz's negotia- 
tions for Nissan's heavy 
-'truck division are advanced 
' and would prove one of the 
' more significant investments 
a western company in a 
itegic Japanese sector. 
William Dinning, an 

• emerging markets strategist 
at Merrill Lynch, expects the 
trend to deepen “in an envi- 

• ronment where direct equity 
' opportunities arrive sooner 

than opportunities for port- 
' folio investors" . 

Record investment by U5 
and European companies in 
' Asia this year contrasts with 
a alack 1987, when the Asian 
- economic crisis first beg an 
'to bite. A survey by KPMG 
Corporate Finance found the 
-decline in foreign invest- 
. ment in the region was can- 

■ centrated in the second half 
;of the year, when local cur- 

v «rencies and equity markets 
v 7 started to slide. 

• “The first half of 1997 
: showed a steady ^crease in 

• cross-border acquisitions to 
1 Asia/Pacific, but in the final 
; six months they slumped by 

■ around 50 per cent," it said. 

■ The drop in 1997 was partie- 
! ularly marked - in Japan- 

• where inward corporate 
‘ Investment was down by bs 

• per cent to $800m. . 

■ Robert Hormats, top Asian 
’ strategist at Goldman Sachs, 

. said the pace of mergers _and 

• acquisitions was "certainly 

' picking up" . , 
“Whereas a portfolio inves- 
*tor sees only volatility, a, 
; long-term investor sees 
I through that volatility, ne 
said. 


By SbeBa Mdkrfty 
in Koala Lumpur 


Mahathir Mohamad, the 
Malaysian prime minister, 
has warned against creating 
political instability as ten- 
sions grow within his domi- 
nant Umno parly ahead of 
its general assembly this 
week. 

“If you destabilise the 
country because of some 
political agenda, then the 
price will be paid by the 
whole country." Dr Mahathir 
said at the weekend. 

“You can be certain that 
there win be no investments, 
not even by locals." 

His comments are 
intended to silence Umno 


members who have voiced 
unusually bold criticisms in 
recent days. Umno leads the 
coalition that has run Malay- 
sia since independence in 
1957 and its head invariably 
. be comes prime minister. 

The head of the party's 
youth faction, Ahmad Zahld 
Hamidi, called, far transpar- 
ency to replace nepotism, 
cronyism and abuse of 
power. 

- in addition Anwar Ibra- 
him, deputy prime minister 
and finance minister, said 
weaknesses in internal poli- 
cies had contributed to the 
economic crisis. 

“If we are unwilling to 
accept this, then we may 
face the Indonesian situa- 


tion, where the people 
demanded for cha n ges," Mr 
Anwar said. “We ’have to 
make changes before it is too 
late." 

In recent weeks the 
authorities have grown 
increasingly insular. They 
have ordered foreign-made 
television programmes off 
prime time, forbidden resi- 
dents from discussing a 
water shortage for “security 
reasons" and broken up 
opposition meetings. 

“Malaysia seems to be at a 
very dangerous juncture of 
its political development,” 
said Lim Kit Siang, parlia- 
mentary opposition leader. 

The prime minister has 
resisted big structural 


changes, even as the econ- 
omy contracted 1.8 per cent 
in the first quarter, from 6.9 
per cent in the previous 
quarter as banks, under 
pressure from mounting 
unpaid loans, virtually 
stopped lending money. For 
many, business is at a stand- 
still. 

The cans for reform, while 
tame by most standards, are 
significant in Malaysia, over 
which Dr . Mahathir has 
maintained a firm grip dur- 
ing his 17 years in office. 

The media are tightly con- 
trolled and, despite a small 
and marginalised opposition, 
there is little open criticism. 

Although Umno is not 
scheduled to hold elections 


until year, analysts are 
Intrigued by what might 
merge from the party’s gen- 
eral assembly. 

Dr Mahathir’s supporters 
could call for agreement that 
the party's top two positions 
- held by Dr Mahathir and 
Mr Anwar - go uncantested 
next year, as they did in the 
last poll. But Mr Anwar’s 
supporters, who sense they 
could get as much as 60 per 
cent of the vote, might 
refuse to agree. 

While they believe the 
time could not be better for 
Mr Anwar to chall eng e Dr 
Mahathir, it would be a big 
risk. If Mr Anwar lost, he 
could be sidelined as another 
successor was groomed. 


The strong performance of 
an extremist political party 

in state elections in Queens- 
land could push the Austra- 
lian dollar to new lows and 
force the central bank to 
raise interest rates, econo- 
mists warned last night. 

Pauline Hanson's One 
Nation party exceeded all 
predictions in its first elec- 
toral test since its formation 
last year, winning about one 
quarter of the vote. This 
would, give it at least 10 
seats in the 89-seat state par- 
liament, with a chance of 
holding the balance of power 
in the state. 

Ms Hanson's success could 
be felt further afield, how- 
ever. if it forced the conser- 
vative coalition of John 
Howard, federal prime minis- 
ter, to rethink economic poli- 
cies which include the intro- 
duction of a sales tax and 
privatisation of Telstra, the 
Australian telecommunica- 
tions giant. 

One Nation has strongly 
opposed both policies, which 
it said would disadvantage 
ordinary Australians, partic- 
ularly the rural dwellers 
who form the party’s largest 
constituency. 

political analysts said last 
night Mr Howard might also 
have to call off plans for an 
early election. In a terse 
statement last night, Mr 
Howard said his Conserva- 
tives as well as the Labour 
opposition could not afford 
to ignore One Nation's suc- 
cess in the Queensland elec- 
tion. “There are clear les- 
sons to be learned from this 
result," he said. 

The One Nation party, 
which has campaigned 
against Asian immigration 
and Aboriginal welfare 
spending, has espoused 
vague policies which critics 
say “fly in the face of all 
economic rationalism”. Ms 
Hanson promised voters her 
party would set up a 
"people’s bank", which 
would provide loans to form- 
ers at 2 per cent interest - 
against current commercial 


interest rates of about 7 per 
cent TO finance such pro- 
jects, Ms Hanson said she 
would suspend funding of 
Aboriginal welfare and cul- 
tural programmes. 

“It's going to be a major 
shock to the markets over 
the next couple of weeks," 
said Dirk Morris, strategist 
at Bankers Trust in Sydney. 

He said One Nation's win 
would generate more down- 
ward pressure on the Aus- 
tralian dolldr. which ended 
US trade on Friday relatively 
stable at $0.5688 after a 
week-long slide sent it to 12- 
year lows. The currency has 
plunged more than 15 per 
cent this year, largely 
because of regional eco- 
nomic turmoil. 

If the dollar continues to 
fall, economists predict the 
central bank will have to 
raise interest rates from the 
current 5 per cent. “That 
means almost certainly re- 
rating the economic outlook 
for Australia." said John 
Edwards, chief economist at 
HSBC Markets in Sydney. 

Tourism industry leaders 
added their fears that One 
Nation's gains would deter 
Asian tourists, damaging 
Australia's most lucrative 
foreign exchange earner. 
John Morse, managing direc- 
tor of the Australian Tourist 
Commission, said yesterday 
the result would magnify the 
publicity Ms Hanson has 
already had in Asia. 

The PmI result of the poll 
was unclear last night 
because of Queensland's 
complex preferential voting 
system, which provides vot- 
ers with an optional second- 
ary vote. Analysts predicted 
the incumbent conservative 
National-Liberal coalition in 
Queensland might end up as 
a minority government, 
dependent on One Nation’s 
support to govern. 

The strong vote for One 
Nation “just shows the level 
of disillusionment with the 
major political parties, 
largely for economic rea- 
sons”, said Roes Fitzgerald 
of Griffith University In 
Queensland. 


China deepens reio 
of securities sector 


By James Kynge In Baling and 

James HanSag In Shanghai 


rrhtnfl is to deepen reforms 
to Its securities industry and 
allow more companies to list 
overseas in an effort to stim- 
ulate flagging economic 
growth, an official newspa- 
per said at the weekend. 

The report came at a time 
of gathering p e ssi m ism over 
the influence that Asia’s 
fl panmal crisis and JapmriJ 
economic slump Is expected 
to have cm the Chinese ectmr 
pmy . Which is already beset 
by chronic aversupply, defla- 
tion and plunging industrial 

profits. . 

Zhou Zhengqing, chairman 
of the China Securities Regu- 
latory Commission (CSRC), 

the top securities watchdog, 
ga lfl China will continue to 
raise “funds through inter- 
national capital markets, 
despite the negative , impart 
of the Asian financial enss. 

Mr Zhou said Beijing will 
soon issue its fifth ^ £ f 
companies queued for Hst- 

ims overseas. A sixth list of 
candidates will then be- 
drawn up- Such overseas 
datings will continue to con- 
centrate, on the Hm^ Kcmg 

stock market, which Mr 
Zhou thinks will rebound 
from itd recent sharp 

declines. _ 

Some robust and well 
managed companies may 
also apply to-be listed on the 
Yrik Stock Exchange.. 


the official China Daily 
newspaper quoted Mr Zhou 
as saying. 

The CSRC chairman also 
. reiterated a promise to “reju- 
venate" China's foreign cun' 
rehey B-share markets, 
which have performed 
poorly this year. He did not 
specify what measures 
would be taken. He added 
that serious consideration 
should be given to the idea 
. of setting up’ Sino-fareign 
investment fund joint ven- 
tures, but gave no details. 

Fund raising problems for 
Chinese companies have 
Intensified in recent months. 
Banks, which are constricted 
by a high proportion of non- 
performing loans, have been 
urged to boost lending to 
infrastructure projects - 
leaving many corporations 
short of credit sources. 

The poor performance erf 
Hong Kong's stockmarket 
and China's B-share markets 
have contributed to delays 
.In initial public offerings, 
analysts said. 

’ China's stock markets, 

- based in Shanghai and.Shen- 
zhen, are segregated into A 
shares, which are denomi- 
nated to local currency and 
owned only by mainland 
Chinese citizens, and foreign 
currency B shares, which 

are reserved theoretically for 

international investors. ' 

Last week the B share 
market index in Shanghai 
dosed down Lfi per cent at 


4L65 points, approaching an 
aH-timfi low of 38.40. 

Officials said the govern- 
ment is aware financing 
shortfalls are compounding 
the problems of companies 
already contending with a 
slowing domestic economy 
and weakening external 
demand. Exports fell 1-5 per 
cent in May, recording their 
first year-on-year fell in 22 
months. 

Yang Fan, a professor at 
the economics research 
department at the C hinese 
Academy of Social Sciences, 
said China will have diffi- 
culty in attaining its 8 per 
cent economic growth target 
♦hin year, mainly because of 
weak domestic demand. 
Growth in the first quarter 
was 1-2 per cent 
Evidence of dislocation is 
growing. Exports of silk 
products, which last year 
totalled $ai9hn, are expected 
to plunge this year, industry 
officials said. 

Cement, fear which China 
Is one of the Asia Pacific's 
turfing suppliers, has been 

hit badly by a collapse in 
Asian demand. Exports foil 
72.17 per cent in the first 
quarter, compared with the 
omnft period a year earlier. 

The growth in rural dis- 
posable incomes grew by 2 2 
per cent in the first quarter, 
compared with a 9 per cant 
growth for all of last year. 
gmp 909m of China's L3bn 
people five in rural arras. 
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TRADE EXPANSION RISE IN BUSINESS WITH MEXICO AND EUROPE OUTWEIGHS EFFECTS OF ASIAN TURMOIL 


California outpaces US growth 


By Christopher Partes 
m Las Angeles 


Asia's troubles have so tar 
Mted to dent the Californian 
economy, which continues to 
outpace national growth 
rates with rising exports and 
tolling Unemployment. 

Internal expansion and 
increased trade with Mexico 
and Europe obliterated the 
impact of a U per cent dip in 
exports to Asia during the 
first Quarter, when total 
merchandise shipments rose 
more than 6 per cent. 

As aggregate export 
growth maintained the pace 
set last year, almost 42.000 
jobs were created during 


May. driving unemployment 
down to oil per cent com- 
pared with 6.3 per cent at 
the same time last year. 

Shipments to Japan, the 
state's biggest single cus- 
tomer. fell UL3 per cent to 
S3.9bn. and South Korean 
trade tumbled 42 per cent 

However, a 30 per cent 
surge in dealings with 
Mexico, which imported 
$32ba worth of Californian 
goods in the quarter, and 
double-digit growth in 
exports to Britain, the 
Netherlands and France, 
provided ample compensa- 
tion. 

Economists, surprised by 
the state’s resilience - half 


of all merchandise exports 
go to Asia - said they expec- 
ted further deterioration in 
Aslan trade, but hedged 
their bets on developments 
elsewhere. 

Ted Gibson, chief econo- 
mist at the department of 
finance, said the lesson to be 
learnt was: “The world’s a 
big place. Asia's not the 
whole story.” 

For example, although 
overall exports to the 
Netherlands rose 53 per cent 
to exceed Slbn for the first 
time, shipments of Industrial 
and electronic hardware 
jumped 80 per cent in the 
quarter. 

Manufactured and semi- 


manufactured goods also 
made up the bulk of the 
shipments to Mexico, which 
is rising fast under the influ- 
ence of the North American 
Free Trade Agreement to 
challenge Japan as fh* most 
important trading partner. 

Employment in Califor- 
nian manufacturing rose last 
month, against the national 
trend, as a revival in con- 
struction provided most of 
the sector’s 3,500 new jobs. 

While high-technology 
employment stagnated, 
retailing, rmanm nnd other 
services provided most of 
the new jabs. Film and tele- 
vision programme makers 
created more than 7,000 after 


a quiet spell, and while elec- 
tronic hardware makers 
have stopped hiring, soft- 
ware and internet sendee 
companies also added staff. 

Although the annual rate 
of employment growth has 
slowed since last year, the 
construction industry is 
expected to continue expand- 
ing at least for the rest of 
the year. 

The housing market, in 
the doldrums for 10 years, 
has revived with an 18 per 
cent increase in home sales 
in the first quarter, although 
the rate of new housing 
starts has been damped by 
the unusually long rainy 
season. 


London fears 
Argentina will 
abandon pact 

Favoured to win the presidency next year, 
opposition refuses to recognise deal with 
UK on hydrocarbons, Ken Warn reports 


Britain is becoming con- 
cerned that developments in 
Argentine domestic politics 
could affect the two coun- 
tries' 1995 agreement cover- 
ing hydrocarbons develop- 
ment in the south-west 
Atlantic. The deal opened 
the way to exploration and 
eventual production in 
waters around the disputed 
Falkland Islands. 

Concern grew last week 
after Argentina's opposition 
Alliance, favoured to win 
□ext year's presidential elec- 
tions. said it “does not and 
will not rerognise" the 
accord. 

“The Alliance statement is 
regrettable." said William 
Marsden. Britain's ambassa- 
dor to Argentina. The 1995 
joint declaration “contains 
serious undertakings on 
behalf of Argentina. We 
would expect any govern- 
ment or Argentina to respect 
those undertakings." 

Britain had also registered 
Its concerns with Argen- 


tina's government over droit 
hydrocarbons legislation 
currently before Congress, 
Mr Marsden said. In its pres- 
ent form, the bill would 
impose fines of up to $l0m 
on oil companies which 
failed to pay Argentina a 3 
per cent royalty on any 
hydrocarbons production 
from offshore areas licensed 
by the islanders. 

It would also ban those 
companies from any activity 
in Argentina and impose 
heavy fines on their suppli- 
ers . Britain had particular 
concerns over the “potential 
extra-territorial application" 
of the bill, and to “the range 
of persons and companies 
which would be affected by 
the penalties envisaged", 
said Mr Marsden. 

As it stands, the bill runs 
counter to paragraph 6 of 
the joint declaration, under 
which both countries agree 
to abstain from any action 
which would inhibit hydro- 
carbons development in the 



Port Stanley in the FaHands, scene of the British-Argentine conflict In 1962. The two countries have 
since been trying to improve relations PA 


area. Mr Marsden added. 

Exploration is continuing 
to the north of the Falklands 
under a licensing round 
launched by the islanders. 
The first well Tailed to find 
oil or gas in commercial 
quantities. 

British officials say they 
are are determined not to let 
tensions over the oil issue 
affect President Carlos 
Menem’s visit to London, 
planned for late October or 
early November. They hope 
the visit will set the seal on 
improved relations between 


the two countries, which 
were briefly in conflict over 
the Falklands in 1962. 

The 1995 accord opens the 
way for the Falkland Island- 
ers to claim a 9 per cent roy- 
alty on ‘any oil production, 
and for Argentina to claim 3 
per cent The agreement also 
initiated talks aimed at 
launching a joint licensing 
round in shared waters to 
the west of the islands. The 
agreement was already 
bringing clear benefits to 
both countries. Mr Marsden 
said. 


However, the Alliance 
warned that the accord, and 
consequent government 
inaction, could deprive 
Argentina of “tens of billions 
of dollars” in royalties and 
charges. The statement was 
signed by former president 
Raul Alfonsin, Fernando de 
la Rila, current presidential 
frontrunner, and the rest of 
the Alliance leadership. 

It warned that companies 
operating in the area were 
making “risky investments” 
until the issue of sovereignty 
was “definitively resolved". 



Vi 


Guns trained on Clinton as he 
heads for Tiananmen Square 

Allegations about missiles and donations raise pressure at home 
but the trip is too important to cancel, writes Nancy Dunne 


N ot since President Ron- 
ald Reagan took a tour 
of Germany's Bitburg 
cemetery, with its Nazi 
graves, has a president come 
under the Wnd of fire that 
President Bill Clinton faces 
es be prepares far his jour- 
ney an June 24 to China. 

The attacks have been so 
harsh that he will have little 
to offer In “deliverables'’ - 
pacts, contracts and other 
prearranged deals - beyond 
scenic pictures and the rec- 
ognition that Beijing’s 
Importance is such that he 
dare not cancel his trip. Offi- 
cials had hoped fora deal on 
co-operation on space tech- 
nology. but that has been 
rendered politically Impossi- 
ble by the unproven, accusa- 
tions that the administration 
approved the transfer of 
technology which made Chi- 
na's miggiips more accurate. 

Congress and the Justice 
Department are looking into 
these allegations, but the 
charges have often been 
reported as facts. This, along 
with charges that the Chi- 
nese directed contributions 
to the Democratic party, has 
overshadowed Mr Clinton’s 
engagement policy. 


He will be seeking gifts 
from his hosts. According to 
press reports, he is hoping to 
sign an agreement that the 
US aqfl china wfil no longer 
target nuclear missiles at 
each other. This is a fairly 
benign deal, since missiles 
can be re-targeted within 
minutes, but Mr Clinton’s 
political opponents have 
been using them as one 
more club with which to 
beat him over the head. 

China hopes the US will 
farther remove barriers to 
technology exports and 
financial credits, so that 
their trade imbalance could 
be corrected, Xinhua news 
agency quoted Li Zhaoxing, 
the Chinese ambassador to 
Washington, yesterday as 
saying in Beijing. 
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Clinton will even 
have to risk offending 
Chinese leaders. His 
planned reception across 
from the infamous Tianan- 
men Square has drawn so 
much heat that he will be 
forced to make it an occa- 
sion for tough words on 
human rights. 

“I think it’s really going to 
look bad If he goes to Tian- 


anmen Square and i u8 * 
allows them to use him, you 
know, with their ceremo- 
nies.” said Senator Trent 
Lott. Republican leader. 

“K is, I think, a PR disas- 
ter, but 1 hope that the very 
minimum, when the presi- 
dent goes to China, he will 
get away from this ineffec- 
tive engagement and passive 
engagement, and not be 
going bearing gifts, but 
make it very clear that we’re 
very concerned about their 
weapons proliferation, their 
weaponry they've sent to 
Pakistan flp fl Iran, their con- 
tinued nuclear activities, the 
trade policy, human rights 
policy, religious persecution. 
The list of things they’re 
doing wrong are endless. 

Senator Tom Daschle, Sen- 
ate Democratic leader, said 
yesterday the president 
could have been asked to be 
received elsewhere, but it 
would have put a chill on 
the trip. “We want to accom- 
plish as much as we possibly 
can on human rights, oo 
arms transfers, on the econ- 
omy, an trade, on an array of 
different issues. Why poison tf 
the well from the very begin- 
ning?” he said. 


Mitchell seeks fourth term 
as PM in St Vincent poll 


By Canute James in Kingston 

Sir James Mitchell, prime 
minister of St Vincent and 
the Grenadines, is seeking a 
fourth successive term in 
today's general election in 
the eastern Caribbean archi- 
pelago, in what is widely 
expected to be his last elec- 
tion. If his New Democratic 
party retains office. Sir 
James win resign before the 
end of his term. If the party 
loses, he is expected to retire 
immediately. 

Sir James’ main challenge 
is from the Unity Labour 
party, led by Vincent 
Beache. An opinion poll last 


week indicated growing sup- 
port for the ULP, with a 
dose race forecast A win by 
the ULP win not lead to any 
significant changes in eco- 
nomic policy In the country 
of 120.000 people, whose 
economy depends heavily on 
bananas and tourism. 

The government formed 
by the party which wins 
today will be immediately 
challenged by the continuing 
uncertainty about the 
island’s preferential access 
to the European Union's 
banana market St Vincent 
is part of the Windward 
islands group, a big source 
of bananas consumed in 


Britain. The EU is being 
forced to modify its prefer- 
ences following a ruling by 
the World Trade Organisa- 
tion that the impart regime 
is discriminatory. 

The ULP campaign 
received help from the Brit- 
ish Labour party. David 
Locke, a Labour MP and pri- 
vate parliamentary secretary 
in the Lord Chancellor's 
office, spoke at several ULP 
public meetings last week. 
He told one meeting that 
Tony Blair, the prime minis- 
ter “sends greetings to all 
the comrades in the United 
Labour party, and he wishes 
you well”. 


Invitation for Bids 

Date of issuance cf IFB: ' June 15® , 1998 

Loan No 3597-HU 

IFB No : 9814-017 

IFBTfle: MSS Projed Phase IB 

1 The Repubbc of Hungary has received a loan from Hie International Bank for Reconstruction and Deveiopmenl (foe World BaiJQ in various 

currencies towards the cost of the Health Services and Management Program. || « Intended that pot of the proc e ed s of this loan wO to eppfled to 
elgihie payments under the contract for the Hungarian Hospital Man a gement ta f enraflon Support System PASS) component, managed by the Wnrid 
Bank PMU of foe Mnstry of Welfare, RepuMc of Hungary. 

2. The METRIMPEX CO. LTD , the Procurement Agent duty authorised to act on behalf of the Purchaser, now krvfles M a te d tote from atigtoie 

bidders for the supply, i nst a B a li o n and supped of a Management tateema ti on Support System eomone (devel opme nt and daflvaty onrardvmre and 
software elements, installation and training) for four fndhriduaf hospitals and too hospital group (ntt ogafoar 6 LOTS). 


PHASE IB/LOT 1 
PHASE 1BA.OT 2 
PHASE IB/LOT 3 
PHASE 1B.LOT 4 
PHASE 1BTLGT5 


PHASE 1B/LQT 6 


Sopron Magyei Jogd Vftras Erzatoef Kdrhdza (hosptei) 

S emme to eis Orvostudontenyt Egyntant (hnapito) 

Orczfigcs Onkofogtai totezel (haspftaQ 
Negykantzsa Megyei Jogu Vfoos KMteza (hospital) 

Kmft&o Informafikai FepeszMsifte Bamtozdsl 
Kogntattto 6s KonzuNng KOzhasznO T6rsas6g (hocpftal group) 

CsongrAd Megyei MEDNET KM. (hospital group) 

Bidder* may tot on cno a mao LOTS, tot must after a complete bids in al respects reganforg the leq u baman te for each LOT. 

Brideis (including consortia and joint ventures) must i temonrt rate (c toa tf irafy) the fctewi ng qirffic aliens to to con si dered eft gM e : (a) no teat than three 
years erpenence a the devetopmenl. implementation and support of co m plex information s yte e m s; (b) diving the tael Sw years snccesrtuty 
imptemmtted three (3) successful information systems of at least comparable co mptexfly and scale as the Base system dase r foed In foe Technical 
SpecrCcatrons for each LOT the Bidder bids upon. tOn eofth e three must have been to a I w p tal , cftaic or tonftar berth cat* tnabtubon); and.(c) previous 
year turnover of no fesa than the toW tad pnee for aB LOTS offered (For co ns orti a and jornf venture iha m ftdmwn turnover gua fffi caton for each Partner 
shaB to no less than foe value eftha supplied co mp onema by that partner, which In no case shaB batata than 25% of foe totafBM Price.) 

3 Interested eligible fodders may obtain further artormsaion regarding questions (4 commercial and general type from end inspect foe Bidding 

Documents at foe office of 

METRlftPEX CO. LTD. 

Computer Tendering Office 
H-10ZS Budapest. SzftpuOigyi dt 52. 

Room No 102. 

Ms.EszterPASZTOR 
(361) 26T-5650. 287-MOO 
(361) 267-5650, 267-6636 


Mating Address: 


Contact Name 1 

Telephone 

Facumle: 


Interested eligible bidden may obtain further information regarding technical contents of MSS related matters of the Bttdtng Documents to the office of: 
1 Maiting Address The World Bank PMU (Protect Management Uni) 

[ iWWfSTRVof WELFARE 

REPUBLIC Of HUNGARY 

I H-1QZ3 Budapest. Fraahei Le6 utoa 30-34 

Mr. Piter BARNA 
Dr. Uszto BALKANYI 
(381) 345-0834 
(361) 358-0254 

4. A set of Bforflng Documents constats of the commo n votama VOfJUUffil and any LOT may to p urehaa ed fay intere st ed BBdars. on or alter 

June f5* , 1898. by one of foe foBowirtg methods. 

(a) Applying m person at M cbswpc* Co. Ud 1025. Budapest. Sz6pvSgy( ut 52 during the bourn of 08D0 to 14:00 Monday through Friday (national 


Contact Namos 

Telephone: 

Facsimile 


BIDDERS 

VOLUME 1 

PHASE IB/ 
LOTI 

PHASE IV 

LOT 2 

PHASE IB 
LOTS 

PHASE IV 

LOT 4 

PHASE IB/ 
LOTS 

PHASE IV 
LOT 6 

Foreign Bidden 

USD 25 

US050 

USD100 

USO50 

USD50 

USD1S0 

USOIOO 

Local Biddars 

HUF 

5500 

*25 “V, VAT 

HUF 

11000 
+25% VAT 

HUF 

22000 
+25% VAT 

HUF 

11000 
+25% VAT 

HUF 

11000 
+25% VAT 

HUF 

33000 
+25% VAT 

HUF 

22000 
♦25% VAT 


Due to Bie huge volunta ef the Bfdfong Documents end At composition of tHtarot* Vohatm, stterasted Bride* are trimly requested to inform as 
of purchasing mtenttn m advance by phone or by tar in enter to ovoid wafting ftne of espying. 

(b) Su ti SPbi g a vmaen ap p l i cat io n to Metrtmpex Co. Ltf 1025. Budapest. Sz iy vfllgyt ut 62. bcfaidinq payment rt a non-nriutdahle foe in USD or 

same amotart in any ccortyt ^ curnancyor HUF as derated in 4. (a) at this IFB. end ref a ct io n of one of fog following snipping f rangenn nu : (1) the 
submteaon of a vahd DHL account number, of (!) payment of a fisted USD 270 fur DHL deCrary, 
adders who purchase more ftan one LOT have to submBfoeir Bids inpnretely by LOTS imflcaSng LOT number vnfhoul any crow re f eren ce betwee n 
dflenidLOTt 

R a nUtoca of the above teats) « to to made to foe fallowing Account Mo. of MatrimpexCa LM. toartng the name of foe ftrsiad end fob FB No. (9314- 
flf ty 

Account No : CIB 107000244008300341100005 

Address: Cantod-Europsan Intemrtonte Bonk Ltd. H-1027. Budapest, Medve u. 4-14 

S. The prcxfsionsm foe Instruction to Bidden and In foe General ComfiSons of Contract are the prtvtatons of foe World Bar* Standard BhhSng 

Oooimants; Procurement of Information Systems. In te r na t i o na l Compaahm Bforfinj. 

& Bids oust to iMKered to foe above offles Of METRMPEX no talar than lODDajn. or August 1CT,1S98 and Mfl to opened foaro in pubficaf 

10*30 sm on foe Borne day ift foe presence of foe rapmaantattves of Bttfom who chooee to attend. 

7. Aff bids must be accompamed by a security of no less form USD 12000 (twotvs thousand US Dofiar) or HUF 2484000 (too mdton. four 

hundred end aghty lour thousand Hungarian Fared) nw LOT bid won, in the form of (a) a csshiar'i or certified check, or (b) a bank g oa ranfoe or 
sievoc abte Letter of Credit rawed by a lepufobfo tonlr s a f s eted by the Bidder. 

ft. For etartfc&on of foa prefect, a Pro-bid Conference mD to held of Writ Had of Budapoet Convention Canter {address.' Budapest Xff.JageO) 

lit 1/3) on July 7* • 1B9B. A* 10-00 a.m. 

BiddBBiae requested to put quesfions co nce rTttnB foa documants in vetting prior to ftsPie-Wdcontetance no later foanJfoyr*. 1998 at 200 pjn. 


BUSINESSES FOR SALE 


i^lpearhtfleHna^cialnnese1^Tb8sd9Knj|layandSaftlada^ 

For further Mxmation, or to advertise In this sectkxi, 
please contact 

Melanie Mtes on +44 0171 873 3349 or Marion Wfedderlxm on 4440171 873 4874 


Financial Times Surveys 


Basque 

Country 


Wednesday July 8 

For further information, please contact: 
Lindsay Sheppard in London 

Tel: +44 171 873 3225 Fax: +44 171 873 3204 
emaihlindsay. sheppard@FT.com 
Or 

Maria Gonzales in Madrid 
Tel: +34 1 337 0061 Fax: +34 1 337 0062 
email: maia.gonzales@FT.com 

FINANCIAL TIME S 

No FT, no comment. 
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CONTRACTS & TENDERS 


CALL FOR OFFERS FOR PURCHASE OF SHARES 

VARNA SHIPYARD, BULGARIA 

The DFC Consortium (DFC S A. Spain; Commerzbank AG. Germany: Apptadoro International, UK; Denton HU, UK; and Hhon Maranemwn Conaitirv, 

BUgarta). appointed by the BUgariart Government fo act « ewtelve Pitvethabm Advisers and Transadfan Agents (RATA), invite 

Investors ic submn ottera tar the purchase o? shares in the Varna Shrpyard (75% aaHHwmed. 2S% private*! via the mass privatisation 

The State intends to sett Sfr* oi its shares to investors. 01 foe remaWng atatoowred shares, ip to 15% wS be avalabietoS^tlahSS' 

Unsubscnbsd emptoyea stores w<A be offered to the investor on a first reftisai basts. ^ 

****** 0fB P , °V5 * ew*»af 5 .° 00 ^ vrortere and covers a site of 57 hectares in foe Port at Vama. on the 
shore a! the Back Sea. next » foe City of Wima <Sd lapaadty m 6i*ana. 450 tan to foe east of foe capital Sofia). The sheyarf hasirrarietarf^ 
engineering and outfit workshops and b eqtipped with too main t*y docks am three main outfit quays, it has an estabbshsd reputation tmtoUrVmh^ 

carriers, tantoreaftoothwmainstreBm cargo i«8els, and to* the of toflrfeg Stipe ip to 80,000 idnt.Durrtft foe test six rears It 

vessels of vartousj riaes trom 9.370 1 rfwl to 41,700 1 Owl The Shipyard has had consideraUe success In wumtog ordere ovw th^ toTuSS 
sales reading USS BQ mfflon In 1997. The yard IKB an order book reaching vrel into 1999 but stM has foe capacity to butt) more 
current customers Inctude German. Itatan. BrJgetiBn and PMsh shtpownera. toads chips to the requrements at mtamwtwSy ibcmSJh^ 
ciassitatton soewbes- By cwroanson with Western shipyaitls, the y*rd has extensive physical fatifities wish a substantia] drifted 

Tender Dotomerannai and an Information Me mor and u m on foe vtara Shipyard wg be avatatrie from » Jung 1 998 from the DFC sa nmr u ^ - 

non-refundabie participation tee of USS 500 wB be charged tar the Under Documentation. Tenderers wS be require] to afcmtt otters 

ol shares to the shipyard by 3 August 1996, togefoer with a pvtop&on bond of USS 1,000.000 In foe tom, of cash or a bank 

tn* class International bar*. Din efligence vtatts to foe \tama SMpyad win be ftflowed duifog the period tekfcu to *7 a 

sUxrvsslon oUheff oflere. tenderers rvtt be invtlad to i wg u B efi ong. Further detate on foe tender may be obtained from; Poflowng 

DFC SA Consortium PATA: DFC, 133 FWmvskl Sr, 1st Boor. Sofia 1000. Bulgaria. Tel (4395 2) 9B1 1117.B04 788 Fax 1+359 « c „ 
dtc^mbmusthg: do Andrzej Schafemrfoer. fedora Gtorgtava (+359 881 a71 «. E-«to8: 

DFC SA Consortium PATA: Commerzbank AG. ZRM Central end Eastern Europe. Katearptaz, 60281 Frarkturt am Mato. Gems,™ 

3164. 13« 2491, Fas (t49 69) 1382 9276: e/o&te Potato. Alexey Sotatov ^ ^ (+48 89) 1362 




t - 
( . 


*i v - 








‘Ml-. ... 





PTN an ClAL TIMES 


MONDAY JUNE 15 1998 




N - inc V0u^ 


k ks fourth ten 
t Vincent noli 


BRITAIN 


IBElAWD OPPOSITIO N PARTYCALLS F OR AMEWDMEWT TO GUARANTEE HANDOVER OF TERRORIST WEAPONS 

Fears over prisoner release plan 


By Davfd Wigbton 
ami Jmnv Buns 

TCie Conservative apposition 

party yesterday called on the 
government to avow a Com- 
mons split over Northern 
Ireland by strengthening the 
link between the handover 
of terrorist weapons and the 
early release of paramilitary 
prisoners. 

Michael Howard, the oppo- 
sition spokesman on foreign 
affairs, said the Conserva- 
tives would hold the prime 
min i s ter to the assurances 
he gave during the run-up to 


the referendum on ftp Good 
Friday peace agreement 

Mr Howard- warned the 
government that, if it did not 
accept an umpnAmb^ to tire 
Northern Ireland sentences 
bQl. the Conservatives would 
vote against the legislation 
on Thursday. The amend- 
ment is also backed by 
David Trimble, leader of the 
Ulster Unionists, the largest 
pro-British party in North- 
ern Ireland. 

The amendment, which 
will be debated in . 

today, would malt* co-oper- 
ating with the commission 


cm decommissioning a pre- 
condition for the release of 
any of a paramilitary organi- 
sation’s prisoners. Andrew 
Mackay. opposition spokes- 
man on Northern Ireland. 
s^td that without the amend- 
ment the legislation would 
be “fatally flawed". 

Under the bill, co-operat- 
ing fully with the decommis- 
sioning body would merely 
be one factor that the North- 
ern Ireland secretary would 
“take into account” when 
deciding whether an organi- 
sation’s prisoner should get 
early release. 


The Northern Ireland 
Office made clear last night 
the government could not 
accept the amendment 
to a view strongly shared 
by the Irish government the 

N30 said that the agreement 
“could not be rewritten to 
accommodate the amend- 
ment”. Officials g»d that to 
change any element of the 
agreement would threaten 
the whole underlining faun's 
of the peace process. 

Some NIO officials believe 
that the release of dozens of 
IRA prisoners will be under 
way by August if the cease- 


fire bolds its present posi- 
tion and the general political 
situation in Northern 
Ireland remains stable. 

With the campaign for the 
devolved assembly now in 
its second week, one area of 
concern to security officials 
is' the extent to which the 
marching season, by which 
unionists celebrate the vic- 
tory' of William of Orange 
over James n at the Battle of 
the Boyne more than 300 
years ago, might be 
exploited by hardline union- 
ists opposed to the Good Fri- 
day deal 


NHS compares well with 
other health services 


By Mick Tfcnmfets, 

Pubic Policy Editor 

The National Health Service 
should remain a tax funded 
system largely free at the 
point of use, a study pub- 
lished yesterday by the 
centre-left Institute for Pub- 
lic Policy Research has con- 
cluded. 

The report, which is expec- 
ted to be endorsed tonight in 
a lecture by Frank Dobson, 
the health secretary, argues 
that the NHS, a universal 
health service provided by 
the government, is not 
only a relatively equitable 
way of delivering healthcare 
but also an efficient one, 
compared to systems based 
on private finance, social 
insurance or with higher 


charges to patients. 

Cam Donaldson, professor 
of health economics at the 
University of Aberdeen. 
argues la the report that 
administrative costs are 
lower in the UK than in 
many other systems. 

Length of stay in hospital, 
cases treated per bed and 
occupancy rates suggest that 
the UK is using its resources 
more efficiently than the US 
or Canada. And while 
waiting lists for less urgent 
operations are longer in the 
UK, access to family doctors 
is much quicker. 

“The most efficient way of 
regulating the mwtinaT pro- 
fession. whilst ensuring 
tv-nnnrmt x: of scale a nd uni- 
versal coverage of the popu- 
lation is through public 


monopoly of payment" Prof 
Donaldson argues. 

Although the UK spends 
less than some other Euro- 
pean countries, the outcome 
of treatment compares 
favourably, suggesting that 
the NHS delivers “a good 
bang far our buck". 

Judged by Infant mortality 
and male life expectancy, the 
study found that the NHS 
performs better than the US 
or Belgium, which spends 
much more per bead, and it 
performs as well as Den- 
mark, Italy, Germany or the 
Netherlands all of which 
spend more. 

Introducing new charges 
would almost certainly not 
reduce costs, and they would 
be unlikely to generate sub- 
stantial sums of new money 



Health secretary Rank Dobson Is expected to endorse report 


without having adverse con- 
sequences on equity. 

While the poorest might be 
protected, those just too well 
off not to qualify for free 
means-tested treatment 
could be deterred from seek- 


ing treatment or cover. 

“There are no advantages, 
and potentially some losses, 
involved in moving to 
another system of healthcare 
financing and delivery." the 
study says. 


Bonus payments distorting earnings data 


By fficfcwil Adams, 

Economics Staff 

The effects of bonus 
payments to UK workers 
will continue to inflate the' 
annual rate of earnings 
growth, when the latest 
labour market data are 
published this weds. 

The Bank of England, the 
UK central bank, cited 
strong private-sector earn- 


ings growth as a reason 
behind its decision to raise 
interest rates this month. 

But analysis by the gov- 
ernment's Office . for 
National Statistics showed 
that onecff bonus payments 
accounted for 0.7 percentage 
points of earnings growth 
during the first three 
months of this year. 

In particular, the ONS said 
the 5.6 per cent annual rate 


of increase for earning s in 
March - which caused alarm 
at the Bank - was distorted 
by a 1.4 percentage point rise 
through hi gher bonuses. The 
ONS calculated that after 
stripping out the effect of 
bonuses, average earnings 
growth was just 4J2 per cant 
in February and March. The 
latest data, for average earn- 
ings up to April, will be pub- 
lished an Wednesday. 


Database problems meant 
the statistical agency was 
unable to supply the Bank 
with the analysis until after 
June's meeting of the Bank's 
monetary policy committee 
- the body that sets interest 
rates. 

Michael Dicks, economist 
at T^HmaTi Brothers invest- 
ment bank In London, fore- 
casts April’s figure to be 45 
per cent, with 0£ percentage 


points attributed to bonuses. 

“The problem that we 
have is knowing how impor- 
tant bonuses will turn out to 
be,” Mr Dicks said. He esti- 
mates that if bonus pay- 
ments this year turn out to 
be 15 per cent higher than 
last year, annual earnings 
growth will reach 5 per cent. 

Some analysts a ay bonuses 
merit less weight because 
they are one-off payments. 


Asda to 
invest 
$49m in 
fast food 
market 


is London 


Asda. the supermarket 
group that recently aban- 
doned merger talks with 
retail conglomerate King- 
fisher, is moving into the 
fast food market with a 
chain of drive-through 
restaurants built on to the 
sides of its stores. 

The group is planning to 
invest about £30m ($4 9m) 
this year adding take-away 
restaurants to about 60 of its 
217 stores. 

The 7,000 sq ft restaurants 
will seat up to 200 people 
and serve a range of Asda’s 
own-label products such as 
curries and pizza. They will 
also provide a wider range of 
hot food for consumption in 
the store or to take home 
and a limited drive-through 
menu liar non-shoppers. 

The first is due to be 
opened next month at Can- 
terbury, SOUth-eeSt England 
The group is expected to 
announce the investment 
programme when it pub- 
lishes final results on June 
25. Analysts expect Asda to 
show profits of about £4Q0m. 
with sales growth still expec- 
ted to be outpe rf orming a 
lacklustre food industry. 

Asda’s move into take- 
away catering echoes a 
growing trend among super- 
market groups in the US for 
providing complete meals to 
shoppes. Almost 47 per cent 
of the $688bn spent on food 
in the US in 1996 was used to 
buy meals outside the home, 
higher than anywhere else. 

Following several bank- 
ruptcies atnnng leading food I 
retailers in the US two years 
ago, many supermarket | 
groups have expanded into 
“meal replacement", as the 
sector is known, to fuel' 1 
growth in a highly competi- 1 
five industry. 

Asda has been working I 
closely with Ukrpps, tire US 
supermarkets group, to I 
move into meal replacement ; 

See Lex, Compotes, sect 2 


NEWS DIGEST 


ROYAL AUTOMOBILE CLUB 

(IMtXflMfff < »•*•*»»•••»•«» M H ,| HM 

Members vote in favour 
of sale to US company 

Members of the Royal Automobile Club have voted 
overwhelmingly in favour of the sale of their roadside emer- 
gency service to Cendant, the US marketing group, for £450m 
{$738m). Each member win receive between £33,000 and 
£35,000 from the deal The final outcome will not be formally 
announced until a masting In London on Friday but an RAC 
official said yesterday that a substantial number of postal 
votes had already been received and 95 per cent were in 
favour erf the Cendant transaction. To vm approval, the deal 
must be approved by 75 per cent of the members who vote 
"but there is no doubt about that any more,” he added. How- 
ever, Stephen Alexander of the law firm Epstein, Grower 
Michael Freeman, said on Friday he was co-ordinating a legal 
challenge from more than 220 overseas members of the RAC 
and 60 former members who the RAC said are not entitled to 
the windfall payments. Kenneth Gooding 


ARMS-TQ- AFRICA AFFAIR 


Foreign secretary backs team 

Robin Cook, the foreign secretary, gave wholehearted backing 
to his junior ministers yesterday, insisting that neither Baron- 
ess Symons nor Tony Uoyd misted parliament on the aims- 
to- Africa affair. "I am absolutely clear neither of them did mis- 
lead parliament. Baroness Symons most certainly didn't, nor 
did Tony Uoyd," he told BBC television's Breakfast with Frost. 
Mr Cook's comments follow exchanges in the House of Com- 
mons last week during which Tony Blair, the pnmo minister, 
said there was no evidence that the ministers had deliberately 
misled parliament. David Wighton 


INNOVATION 

Company spending falls 

Spending on Innovation by UK companies fell for the fourth 
year naming in 1997. according to an annual survey by the 
Confederation of British Industry. Adair Turner. CBI director- 
general, said: "These results should set off alarm bells for 
British business. In a rapidly changing work! we need to inno- 
vate to survive, yet the figures suggest that the lessons of the 
past have not been learned." The Innovation Trends Survey, 
released today, shows that the manufacturing sector spent 
4.9 per cent of turnover on innovation In 1997, down from 5.9 
per cent in the previous year and a peak of 6.7 per cent In 
1994. There was an even steeper decline among non-manu- 
facturing companies. Clive Coofcson, London 


C0ALSUBSIDY 

Producer warns of 'collapse* 

Celtic Energy, the UK’s second largest coal producer, has 
warned the government that the industry could collapse 
unless it is forced to compete at market prices. The company, 
which produces 2.5m tonnes of coal a year, has criticised 
government proposals to help support the coal Industry by 
making it more cBfflcutt to build gas-fired power stations. The 
government’s plans are expected to be announced tills week. 
JuBetfe Jowft, Birmingham 
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LUCY KELLAWAY 


Recruitment theory 
in need of an upgrade 


Discovering high flyers has taken on a literal meaning - that is, if 
you can bear the thought of a seven-hour flight with the applicant 


Throw away all those CVs, 
psychometric tests and 
references. Cancel the 
formal interviews. None of ft 
works. Instead close your 
eyes and imagine you are 
sitting next to the job 
applicant on a seven-hour 
fUght If you Feel OS about 
the prospect hire them. If 
the idea fills you with 
horror, do not consider 
giving them the job no 
matter how good they may 
seem In other ways. 

This handy hint comes 
from Gerald Roche, chief 
executive of headhunters 
Heidiick & Struggles, 
who presumably knows 
something about hiring. He 
told Fortune magazine last 
week that whenever he is 
appointing someone to his 
own outfit he thinks: 
aeroplane. 

At first sight this is an 
excellent idea. The reason so 
many managers fail in their 
new jobs Is not because they 
are hazy about economic 
value added (EVA) but 
because they rub people up 
the wrong way. And anyone 
who fails the flight test is 
surely not going to be good 
in a team will be hopeless in 
that critical sales meeting 
and terrible at motivating 
the staff. 

The aeroplane test is such 
a good idea that it is a pity It 
does not accord with real 
life. Think of some of the 
most senior people in your 
organisation, or think of 
some of the people you 
really rate. Would you like 
to fly acmes the world with 
them? I can only speak for 
myself but I am quite happy 
that oo long-distance flights 
these days there is a way of 
coping with uncongenial 
companions. You wait for 
clearance and then turn on 
your laptop. Bliss. 


This, just in case you have 
been on another planet for 
the past eight years, is the 


caring, sharing 1990s. And in 
this soft and cuddly decade, 
which organ of the body do 
you think is fashionable for 
business leaders? It is, of 
course, the heart. 

1 have just received a 
management training 
brochure from an outfit 
called Jossey-Bass Pfeiffer. It 
declares that one of the most 
important things a leader 
can learn is something 
called “encouraging heart". 

It does not say precisely 
wbat this involves: you have 
to spend £59.95 on the 
training manual to find out. 

But so far. I do not like the 
sound of it Surely it is 
Inappropriate to put so much 
emphasis on one part of 
the body. What about 
encouraging feet? Business 
leaders need to stand on 
their own two feet, and 
encourage others in their 
organisations to do likewise. 
Or encouraging ears? 

Leaders need to listen. 
Alternatively, encouraging 
mouths? Communication is 


more important than ever 
and there is no better way of 
doing it than by talking. 
What about elbows? Staying 
ahead is all-important, after 
all. But more than anything, 
I would favour encouraging 
the brain. If the brain were 
engaged, it would 
understand in a flash that 
all this soppy stuff about 
hearts is nonsense. 


How do you address an 
envelope? If you are writing 
to a man , should you call 
him Mr. put Esq after the 
name, or just use the title 
unadorned? In the old days 
it was simple: gentlemen 
were Esq, everyone else was 
Mr. But now there are no 
rules. And to make matters 
worse, different people 
prefer different things. 

Fisbburn Hedges, the PR 
company, has been 
rummaging through the 
in-trays of a cross-section of 
people, from captains of 


wecer the iwtewiew-pm acme, 
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industry to rugby players. It 
has found a very mixed bag. 
Only when writing to Chris 
Evans (the red-haired DJ, 
not the biotech man) does 
virtually everyone avoid 
both Mr and Esq. Everybody 
else gets a range of modes of 
address. But which is best? 
Unfortunately there are no 
rules: John Browne, chief 
executive of British 
Petroleum, prefers to be 
referred to as Mr, whereas 
Duncan Ferguson, president 
of the Institute of Actuaries, 
likes to be called D.G.R. 
Ferguson Esq. 

For women - not included 
in the survey - the question 
is even more tricky. Bis has 
not mellowed with time: 
indeed it has grown even 
uglier. And now that most 
business women do not 
change their names when 
they marry. Miss and Mrs no 
longer apply. 

However, there is a way 
out far those who do not 
want to risk Betting it 
wrong. Forget letters, and 
send an e-mail Instead. In 
the Californian world of Dot 
and Com everyone is just 
themselves. 


On second thoughts, maybe 
it would be better to stick to 
the letter. According to a 
survey published last week 
by Pitney Bowes, the office 
equipment supplier, UK 
office workers each send and 
receive an amazing 169 
messages each day on 
average, of which nearly 80 
per cent are electronic. That 
means that if you want to be 
noticed, paper might be a 
better beL 

This survey also means 
something else. Either 
Pitney Bowes has got its 
numbers monstrously wrong 
or I must be one of the least 
popular office workers in the 
country. Indeed it makes me 
feel so under-messaged that 
from now on 1 am adding my 
e-mail address to the bottom 
of this column. 

huy.kelUuoay^FT.com 


Payment of dividends 

In accordance with the resolution of the General Meeting of June 11, 1998, 
the dividend per dividend-paying share for che 1997 business year is 


ordinary dividend 

anniversary dividend 

total per share before tax 

less Swiss withholding tax, at 35% 


gross 


net 


CHF 9-- 
CHF 3- 
CHF 12.- 
CHF 4.20 
CHF 7.80 


Payments will be made free of charge as of June 17, 1998 either by remittance to che 
bank indicated for deposit of dividends, or to che account stipulated for those 
shareholders with shares in private safekeeping or upon presentation of the dividend 
payment order at all Swiss branches of the following banks: 

Swiss Bank Corporation 
Credit Suisse 
Credit Suisse First Boston 
Riid, Blass & Co. Ltd. Bankers 
UBS, Union Bank of Switzerland 
Cantonal Bank of Zurich 

and between 9:30 a.m. and 12:30 p.m. at che company cashier’s office, 

Alfred Escher-Scrasse 50, 8002 Zurich. 

Shareholders who have designated the bank where they have deposited their shares 
at their address for payment of dividends will receive the normal dividend credit 
note from this bank. Persons with registered shares in private safekeeping who have 
indicated a postal or banking account will also receive a dividend credit note. Those 
persons who have not stipulated an account will receive their dividend payment 
order by mail. 

Zurich, June II, 1998 

Zurich Insurance Company 
The Board of Directors 
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INTERVIEW PRINCE ALWALEED BIN TALAL BIN ABDULAZIZ AL SAUD 


The keeper of the 
key to the Kingdom 


The Saudi billionaire gives Peter Martin an insight into the 
investment philosophy that has built his varied portfolio 

It is 830pm in Riyadh The prince dearly sees his into Korea, Singapore and 


and fix- Prince Aiwa- 
leed bin Talal bin 
Abdulazlz al Saud, the sec- 
ond half of the working day 
has just begun. 

In his flamboyantly deco- 
rated office, he is expound- 
ing the investment doctrine 
that has given him a net 
worth of - he pauses to con- 
sult a computer printout - 
"The latest number comes to 
me every week. Now it's 
around S13bn." 

Piling his red-check Arab 
head-dress in ever more com- 
plex folds on top of his head, 
the prince flicks on a dutch 
of overhead spotlights. They 
cast a shadow on his shiny 
black U-shaped desk, which 
looks a little like the coat- 
check counter of a 1970s 
nightclub. Behind it, there 
are a host of framed corpo- 
rate logos - the famous com- 
panies in which he holds a 
stake. 

The prince scribbles hasty 
diagrams. “We are deal- 
makers, we are deal- 
assemblers - that’s how you 
should look at us," he says. 
His voice ranges from a 
forceful baritone to a 
high-pitched humorous 
squeak as he parodies the ill- 
informed. “Some people say: 
Tt doesn't make sense: your 
investments range from Citi- 
bank In New York to live- 
stock in Jeddah to real 
estate in London to hotels in 
Singapore and South Africa. 
It’s just ridiculous.’ But why 
is it ridiculous? It’s do-able - 
it’s being done!" 

The prince’s reputation is 
built ou spotting under- 
valued stocks. “We usually 
invest when things are 
really depressed. We invest 
there, we sleep on it, we 
expect that within two 
years, three, four, five years, 
things will get better." 

But the handful of men 
who work late into the night 
in the low-rise cluster of 
offices occupied by the 
prince's master company. 
Kingdom Holding, are now 
spending their time as much 
on starting up businesses as 
on spotting undervalued 
stocks. 

They are building the 
Kingdom Centre, a towering 
office, hotel and apartment 
block in Riyadh; creating a 
luxury shopping centre 
alongside it and wooing 
potential tenants such as 
Saks, Debenhams, and 
Marks and Spencer; building 
a private school, a hospital 
and a housing development; 
setting up eight to 10 other 
hotels around the Middle 
East; starting a chain of res- 
taurants; and merging two 
Saudi banks. 

The new activities are 
designed in part to exploit 
the prince's cult status 
among the Saudi smart set. 
such as the fashion- 
conscious potential shoppers 
in the women-anly floor he 
plans for his shopping mall. 


reputation as a business 
asset In the corner of his 
office, low tables are piled 
high with glossy reprints of 
previous cover stories about 
him - even the unflattering 
ones. 

At a time when focus is In 
fashion. Prince Alwaleed glo- 
ries in being different “We 
are diversified, we are a 
holding company, we are 
financial investors-stroke- 
strategic investors. We are 
going to invest only when 
the project is feasible, only 


Malaysia. The concrete is 
being poured for the giant 
hotel-cum-shopping centre in 
Riyadh; jump-starting the 
project will cost the prince 
$15Gm before other investors 
can be found. He is actively 
considering stakes in three 
or four Japanese companies 
that look like bargains. And 
always, he says, he keeps 
Slbn in cash on hand in case 
he suddenly spots a bargain. 

Where does all this cash 
come from? Even some of 
the prince’s advisers are not 


Daewoo Corporation, which- 
ever he chooses - whichever 
survives the Korean crisis 
best. In the meantime, he 
is earning 2.5 per cent 
oveT Libor, the London 
benchmark dollar interest 
rate. 

The prince bas clearly 
made some smart invest- 
ments in the seven years 
since he burst on to the 
international scene: stakes 
in Citicorp, Saks Fifth Ave- 
nue. the Four Seasons hotel 
management group. Apple 
Computer, TWA,' and Lon- 
don's Canary Wharf. All 
have been strong performers 
since he invested. Does he 


when we have a manage- think, though, that his suc- 


ment company on hand, only 
when we believe flat other 
investors will come.” 

These other investors - 
who range from France Tfile- 
com to Saudi rivals - allow 
the prince to minimise the 
risk of his new stream of 
activities. “We never borrow 
at the Kingdom Holding 
level - no, I want this to be 
accurate, we Tardy borrow 
at the holding level What 
we do usually is the follow- 
ing. Kingdom puts In 10, 20. 
30. 40 per cent, whether it’s 
real estate or money or 
whatever it is. 1111611 we get 
local investors, international 
investors and we leverage. 
Always at this [lower] leveL 
God forbid, if this company 
goes bankrupt, we just 
throw it away. So it never 
gets to come to me up here. I 
never guarantee anything 
personally ever, it’s my phi- 
losophy. So Tm shielded." 

The involvement of other 

investors is one answer to 
the most puzzling aspect of 
the prince's activities. “All 
my investments are for the 
long tenn," he says. *T have 
not really sold anything 
major so fer.” Yet he makes 
a never-ending stream of 
fresh investments. Last 
autumn, during a bad day on 
Wall Street, he picked up 
$850m worth of shares in 
News Corporation, Motorola 
and Netscape. Earlier this 
year, he put another SSQOm 


*We are going 
to invest only 
when the project 
is feasible . . . 
only when we 
believe that 
other investors 
will come 1 


sure. The answer they come 
up with.' tentatively, is the 
same the prince gives: “The 
dividends I get from my com- 
panies. I will not give you 
exact figures because ...” He 
pauses. “Because I don't 
want to. But I wiH give you 
approximate ones. From 
everything, (the dividend 
flow] is around $500m a year. 
From Citicorp alone it’s 
around $8Qm-$90m-" 

He maximises cash - and 
minimises risks - by the 
way he constructs some of 
his bargain-basement deals. 
In Korea, his J!i50m invest- 
ment in Daewoo dollar paper 
protects him. he says, 
against currency risk and 
against the risk of a farther 
collapse in the local stock 
market He bas five years to 
convert his holding into 
equity in Daewoo Motors or 


cess has been buoyed by the 
boll market? “The bull mar- 
ket clearly helps,” he says 
promptly. “But at the end of 
the day it's the study you 
put in that counts" 

He commissions research 
from consultants around the 
world, including Citibank's 
private banking arm. Arthur 
Andersen, and other advis- 
ers. “Sometimes we even 
study the studies." This 
approach has allowed him to 
profit from the opportunities 
the bull market has offered. 
Not all cheap assets, after 
all are bargains. 

His success, he says, 
conies from listening and 
learning. But the story be 
tells to illustrate this has an 
edge to it: “I was having 
lunch with Mr Reicbmann of 
Canary Wharf, and I said: 
‘Mr Reichmann, you are 
twice as old as me or maybe 
three times. Wbat should I 
learn from you so that I 
should never repeat the mis- 
takes you've made.' He said: 
Trince, you’re wise. Two 
things you should never do. 
Number one: never over- 
leverage,’ 

“I said: “Thank you. I don’t 
do this. Actually, £ am too 
under-leveraged. OK. what’s 
the second one?’ He said: 
•Never put every thing under 
one umbrella, because they 
implode or explode together.’ 
And 1 told hhn: Thank you, 
I am doing this already.’ ” 


THE ESSENTIAL GUIDE TO PRINCE ALWALEED 


Early fife; Bom 1957 in Riyadh. Grandson of 
King Abdutartz, founder of foe Saudi state. 
Eldest son of Prince Talal, whose flirtation with 
Nasserite socialism in foe early 1960s earned 
him brief ante. Spent much of his childhood In 
pre-dvil war Beaut Educated in unremarkable 
US colleges, e arning a reputation for 
Intefflgence and relentless work. 

First business steps: Mortgaged Ms palace to 
stmt a construction company In the 1980s 
Saudi boom. Bought a loss-making Sautfi bank 
In 1988, turning It aroundqufckfy. First 
attracted in te rnational attention In February 
1991 with a $590m (£360m) investment In 
Citicorp, which was under pressure from 
banking regulators to strengthen its balance 
sheet 

Current portfolio; Says his net worth is 
$13bn. Roughly half in financial services 
(Citicorp, United Saudi Bank). Devotes 
disproportionate amount of time to hotels 
(stakes in Four Seasons and Mdvenpfck 
management companies, plus 100 per cent of 
George V in Paris and development role in 
string of hotels on Middle East and Latin 


America). Also keen on communications 
(stakes in News Corp, a Middle East sateUtte 
TV company, Senegal's phone network); 
technology (stakes Jn Apple, Motorola, and 
start-up satellite business Teledeslc in 
partnership with Craig McCaw and Bill Gates); 
and entertainment (stakes in Euro-Disney and 
restaurant chain Planet Hollywood, plus a joint 
venture with Michaei Jackson). ^ ^ 

Mejteflement approach; Despite his royal 
status, is informal and accessible to staff 
DerewKfing. capable of intense focus on detail. 

^^^ f 2 )a ^ toteaveth0r n freedom 
of action Quick to act, summoning staff at any 
hour for Instant yes-or-no decisions 
Ufostyle: Twice divorced, two teenage 
children. Passionately keen on sport, especially 
"walking, swimming, horseback riding, fbotbafl 

tot 11aftl to 1am ' sometimes 

a r. Spends 10 months of the year in Riyadh, 

lrten8a - meticu tously Planned 
bwst^250,000 miles in 1997. 18 countries In 

^ Work smart, not 
harcL 1 aa* smart than work hard.’ 
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they give you 
the latest news. 

Instantly. 


NEWS 


Financial Times Information and 
Agence France-Presse have joined 
forces to provide fast, accurate and 
incisive financial, economic and 
business news. 

AFX NEWS provides real-time 
English language UR, European and 
Asian financial newswires which can 
be delivered through all major market 
data vendors and across your internal 
PC network through browsers, 
applications or proprietary networks. 


AFX NEWS has reporters in all the 
key international markets feeding 
over 1500 news stories a day to 
your screen. 

So for independent and succinct 
reporting on economic, corporate 
and market news, contact 
AFX NEWS direct, your local 
data vendor or network platform 
provider today. 


rnrns . ON INTERNATIONAL FINANCIAL NEWS 

Ij^NT VENTURE OF FINANCIAL TIMES INFORMATION AND AGENCE FRANCE-PRESSE 

ii- it PWORTH STREET LONDON EC2A 4DL (44) 1 71 253 2532 
‘W""' Homo, EMAIL: AFX.SALES8FT.COM AND NEW YORK. USA (212) 306 6734 
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MANAGEMENT SHARING KNOWLEDGE 

Melding of 
minds to 
master the 
intangibles 


•, 7 


A growing number of 
companies are learning 
the value of invisible 
assets using knowledge 
management, reports 
Tony Jackson 


■VX Of ail the ideas being 
IIJ peddled to long-suffering 
VihJt managers these days, 
quite the most topical is know- 
ledge management The term is 
so vague that it is easy to dis- 
miss. Worse, it has been jumped 
on by consultants, who know a 
good fad when they see one. 

Nevertheless, a growing num- 
ber of companies have the nag- 
ging sense that there is some- 
thing to it. Shareholder value 
involves maximising the return 
on assets. But assets are becom- 
ing more and more intangible. 
How can you make best use of 
them if you do not know what 
they are? 

This was in the minds of seven 
companies when they formed a 
consortium, a year or so ago. to 
investigate knowledge manage- 
ment. One at least, Unilever, 
already knew a fair amount 
about it Others bad pressing rea- 
sons for finding out 

Ciba Specialty Chemicals had 
just been spun off hum Novartis, 
itself a merger between Ciba- 
Geigy and Sandoz. The immedi- 
ate task was to find out what 
knowledge assets the new entity 
possessed, and how they could be 
made to work together. 

1C. another consortium mem- 
ber. was in the process of selling 
its bulk chemicals businesses and 
buying the speciality chemicals 
side of Unilever. The result says 
Richard Sykes, Id's head of 
information technology, was a 
marked shift in the nature of its 
assets. 

Previously. Ids market value 
was only slightly above its tangi- 


ble asset value. Its tangible 
assets are now shrinking, but IC! 
expects its market value to rise. 
That is. It expects the value of its 
intangible assets to predominate 
in investors' minds. 

At ICL. the computer group, 
similar considerations apply. A 
subsidiary of Fujitsu, ICL is pre- 
paring itself for flotation in a 
couple of years. 

Keith Todd, chief executive, 
says: “ICL started as a manufac- 
turing company. Now It has no 
factories - we put together ser- 
vice products. For companies like 
ours, these are fundamental dis- 
continuities. They’re on the scale 
of the Berlin Wall coming down.” 

The consortium members - the 
others being Neste, Monsanto 
and Statoll - duly set out to 
examine the nature of corporate 
knowledge and how it could best 
be deployed to increase share- 
holder value. They also travelled 
widely, consulting such lumi- 
naries as Lew Platt, head of 
Motorola, and Scott McNealy, 
bead of Sun Microsystems. 

One central conclusion. Mr 
Todd says, was that there are two 



’ • .. •»' A **' 


. -**,* " 5 * 


ways, according to David Smith, 
head of knowledge management 
at Unilever. 

“First you have to take a fresh 
look at your business processes,” 
he says. “They all acquire and 
use knowledge. But organisations 
like ours are very activity-driven, 
and tend to have a short-term 
memory. 

“How do you take the know- 


There are seams of gold in our companies 
that are untapped - hidden away in one 
particular laboratory or sales team. It’s 
critical to create a culture of sharing’ 


basic types of knowledge: that 
which needs to be shared, and 
that which is created. 

"The words silos, fiefdoms and 
baronies came op a lot in our 
discussions." he says. “There are 
seams of gold in our companies 
that are untapped - hidden away 
in one particular laboratory or 
sales team. It's critical to create a 
culture of sharing." 

■How do you do that? In three 


ledge in your supply chain or 
innovative processes and make it 
explicit?" 

One answer is knowledge map- 
ping. Last year, Unilever set out 
to map everything it knew 
around the world about toma- 
toes: about sources of pulp for 
tomato sauce, about die pulp 
itself, the fruit and the seeds. 

“Consumers care about the 
taste of the sauce, the colour and 


the aroma," Mr Smith says. "But 
what do we know about that? 
Equally, what do we not know 
about it and, therefore, how do 
we find that out?" 

Next comes what Mr Smith 
terms organisational alignment. 
“One thing you find Is that the 
more an organisation is con- 
nected, the more it can recom- 
bine insights and knowledge to 
get creative breakthroughs.” 

One way Unilever addresses 
this is through what it calls 
"communities of practice”. Take 
the people in soap manufactur- 
ing, Mr Smith says: “They come 
together three or four times a 
year, perhaps at an Individual 
site. They're our worldwide 
experts, and they can set targets 
tougher than the managers 
could. Over the years, we've 
avoided building new factories 
and doubled soap production - 
all using existing knowledge.” 

The third factor is information 
technology. But, however sophis- 
ticated, this is secondary. “Align- 
ment." Mr Smith says, "is SO per 
cent of the game. Processes are 
30 per cent IT is no more than 20 
per cent." 

Mr Todd reinforces the point 


Besides IT. he says, you need the 
right architecture: broad corri- 
dors to allow people to stop and 
chat, and caffe areas where they 
can share problems. 

"But all that is only a facilita- 
tor," he adds. “You can have the 
perfect technological infrastruc- 
ture and the wrong culture, and 
you'll fail.” 

indeed, says Mr Sykes, there is 
a danger here. Rely too much on 
IT. and people will end up with 
too much information and lose 
interest. "The way out of that." 
he says, "is to have measurable 
outputs. And you need clear lead- 
ership, d emanding results." 

For instance, the consortium 
visited the oil company Chevron 
in California. 'There was contin- 
uous pressure from the top," says 
Mr Sykes, "to look for another 
JlOm of savings from their cata- 
lytic desulpburiser, or whatever. 
That was driven by teams of good 
technical people." 

But oil re fining is by nature a 
stable business. "Up the road at 
Sun Microsystems, their chief 
Information officer told ns he 
was permanently surfing on the 
edge of chaos. Teams were form- 
ing and breaking up continually. 


all driven by Scott McNealy." 

In other words, the approach 
varies crucially with the nature 
of the business. “If you applied 
Sun's approach to Chevron," Mr 
Sykes says, “you'd probably have 
a refinery explosion in two 
weeks. And if you applied Chev- 
ron's approach to Sun. they'd 
probably go bankrupt in a tow 
months." 

At this point, we have moved 
from the mere sharing of know- 
ledge to the next stage - making 
it more productive. According to 
Mr Smith, there are two further 


First is the creation of new 
knowledge. Regarded as innova- 
tion, this is perhaps a distinct 
topic. But there is a direct con- 
nection. 

"I feel strongly,” Mr Todd says, 
"that there is a relationship 
between sharing knowledge effi- 
ciently and giving time back to 
individuals. Creating knowledge 
needs time for reflection." 

- And the fact of sharing, Mr 
Smith argues, helps knowledge 
creation. 

"Knowledge is self-generating, 
not stored or static,” he says. 
"When you share it, you change 


it But there are other organisa- 
tional thing s you can do to accel- 
erate knowledge creation." ^ 

Finally, Mr Smith says, comes f | 
the use of knowledge to compete. " 

This is evidently a sensitive 
topic: Mr Smith will not be 
drawn on what Unilever has up 
its sleeve. 

In formal terms, the consor- 
tium has ended its deliberations. 

But, as Mr Todd makes clear, the ^ 
learning process is not over. 

"There were 35 people involved 
in this,” he says. “We’re perms- 
neatly bonded. The e-mails and 
anecdotes will continue from this IJE 

point on.” _ 

In other words, they trill con- ! f ™ 
tinue to share their knowledge. . f ^ 
But there is a final word of pBr 
caution. ^ _ 

Knowledge management, the « -'*•# 

members insist, is a product of 
overall strategy. It is the job of , 

strategy to set priorities. For a V 

given company at a given time,#-' .... 
knowledge management may not 
oome at the top. 1 

"You shouldn't be doing it just 
because it’s fashionable,” Mr 
Smith concludes. "The last thing 
people need now is yet another 
initiative." i 
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INSIDE TRACK 



travel update 


El Nino adds to 
dengue fever 
risk worldwide 


Travellers to many countries in 

Asia, the western Pacific and 

Latin America face an 
• unusually high risk of catching 
dengue fever, warns the World 
Health Organisation. 

The disease is carried by 
mosquitoes, breeding more 
rapidly in the wet conditions 
caused by the El Nino 
phenomenon. Brazil is 
suffering the highest incidence 
in its history, with nearly as 
many cases in the first four 
months of this year as during 
1907. 

The fever commonly causes 
headaches and muscte and 
joint pain, but is rarely life- 
threatening. But there has 
also been an increase in the 
dangerous variety, which 
causes haemorrhages. The 
best protection Is to avoid 
being bitten, using insect 
repellent and covering as 
much of the body as possible. 

Countries where the 
problem has intensified 
include Taiwan, Cambodia, 
Thailand, Philippines. 

Indonesia, Burma, Guam, 

Cook islands, Fiji, New 
Caledonia, Kiribati, Brazil, 
Venezuela and Colombia. 


SAS plans to fly 
Stansted-Copenhagen 


SAS is to fly three times a day 
between Copenhagen and 



Little Mermaid at Langelane 


London Stansted from 
October 25. Flights will leave 
the Danish capital at 8am, 
2.30pm and 7.35pm and 
return at 9.40am, 4pm and 
8.55pm. 


Schiphol delays, 
soccer treats 


Football addicts may welcome 
flight delays at Amsterdam’s 
Schiphol Airport for the next 
four weeks or so. Matches are 


shown on a 40 sq m screen 
opposite the terminal 
entrance 

• The screen, on the Jan 
Detiaertptan, wilt be 
permanent Next month it wfll 
show news p r o gra mmes and 

stock market prices. 


Gatwick's drive 
through check-in 


Virgin Atlantic launches a 
drive-through check-ln at 
London's Gatwick Airport 
tomorrow. The service. Qke 
that operated by the afrine at 
Heathrow, is restricted to 
premium-fare Upper Class 
customers using its 
complimentary Bmousine 
service. Passengers need not 
leave the car: a check-in 
agent issues a boarding pass 
and takes luggage for security 
screening. The traveler is 
dropped at the tormina) 
entrance. 


BA Paddington 
hnk begins 


British Airways passengers 
carrying only hand luggage 
may now check in for 
Heathrow flights at 
Paddington statkxi. 

The service is already 
running direct to the terminal 
and the fun Heathrow Express 
rapid rail link opens on June 
23. BA’s check-in desks 
adjoin platforms six and 
seven, open from 6am until 
9pm. 

Customers with more 
baggage should be able to 
check it in at Paddington from 
spring 1999. Bags, in 
containers, wig be taken to 
the train underground. 

BA hopes a new, automated 
baggage Or* between 
Heathrow's Terminal Four and 
Terminal One will speed 
transfers to connecting 
flights. 



BUSINESS TRAVEL LOYALTY POINTS 


Sneaky solution to 


a taxing problem 


Roger Bray on a threat to tax travel companies when they sell 
rewards to each other 


Canry-on 

Congress 


US aMhe cabin staff want 
Congress to fimit the size of 
cany-on bags. The 
43,000-strong Association of 
Flight Attendants says 
passengers with “excessive 
and overweight” hand luggage 
are among their biggest 

headacfee%.' . __ _ 

They want the Federal 
Avialion Administration to n4e 
that ad items must fit into a 
“steer" box no more than 45fri 
or 115cm square. 


Roger Bray 


Hob 


(<MU» :.l? >. .* 



W^, Taxing business 
travellers who use air 
a miles to take free 
fli ghts or weekends at lux- 
ury hotels is widely regarded 
as mare trouble than it is 
worth. But just as that 
threat seemed to be reced- 
ing, a new one has emerged. 

T aring travel companies 
when they sell loyalty points 
to other is much sim- 
pler to police. Because the 
harden does not fall directly 
on consumers, it is less 
likely to cost votes. Last 
year the US Congress 
approved a tax of 7-5 per 
cent" on such transactions 
and the European Commis- 
sion is studying the idea 
with interest. 

The justification is that 
passengers cashing in air 
miles escape paying other 
that airlines build fntn 
their ticket prices. With 38 
per cent of business travel- 
lers estimated to make 
between six and 15 trips 
each a year and just over 
half of them cashing in 
points annually, frequent 
Oyer schemes are tempting 
sources of revenue. 

One expert estimates that 
passengers claim some 15m 
rewards each year, mostly in 
the US and Europe. Guess- 
ing at an average motional 
value of $200 (£120) a claim, 
he believes the worldwide 
annual market value could 
be as modi as $3bn. Estab- 
lishing the real value of the 
perks is difficult and is the 
main reason governments 


have found it problematic to 
tax thpm. 

The problem is neatly 
encapsulated by Randy 
Petersen, editor and pub- 
lisher of Inside Flyer maga- 
zine, which offers advice on 
how to get the best from loy- 
alty progr am mes: “If you fry 
from London to Paris with 
British Airways, the aiHfnt> 
doesn't offer you a ticket for 
£100 with air miles or £80 
without them. That illus- 
trates the difficulty of estab- 
lishing the true value of 
rewards.** 

This difficulty has been 
compounded by the spread 
ctf rewards beyond the travel 
business. Most people would 
have scant sympathy if exec- 
utives were taxed an miles 
cashed for sunshine breaks 
in the Caribbean after jet- 
ting around the world in 
first or business class at 
their companies’ expense. 
But air miles can be earned 
and used without going any- 
where near an airport They 
can be collected at super- 
markets, for example, and 
spent playing ten-pin 
bowling. 

So the concept of taxing 
the individual has been 
pushed to the back burner in 
most countries. Canada pro- 
vides a classic example. 
Canadians are obliged to 
declare any rewards claimed 
using points accrued while 
travelling on business, but 
the law offers no precise for- 
mula. for calculating their 
value, so the Ottawa govern- 


ment effectively turns a 
blind eye to it 
Two years ago an Austra- 
lian Federal Court judge, rul- 
ing in the case of a woman 
who had objected to the 
ass essment Of QftntaR miles 
by the tax authorities, 
decided ’he value of free 
flights was "not assessable 
income” where employees 


Passengers 
cashing in 
air miles 
escape paying 
other taxes 


joined loyalty programmes 
at their own instigation and 
expense, even though the 
frequent flyer points were 
gained on business trips paid 
far by the employer. Reward 
tickets were not money, he 
said, and could not be. 

But the German govern- 
ment is convinced that it is 
possible to fix the worth of 
rewards. It recently 
approved a tax on claims 
valued at more than DM2,400 
(£825). But Lufthansa, the 
Rational airline, immediately 
promised to absorb charges 
levied on rewards worth 
more than that 

Sweden, Norway and Den- 
mark have passed laws mak- 
ing the taxpayer responsible 
for declaring rewards g a in e d 


in return for points. Eva- 
Karlin Dahl, head of Scandi- 
navian Airlines' Euro Bon us 
frequent flyer programme, 
says: “If passengers in the 
three countries earn miles 
travelling for their compa- 
nies and use them for pri- 
vate trips, they should pay 
tax on them.” But SAS and 
other airlines have no means 
of knowing whether the 
points cashed in have been 
generated by business travel 

- and how can the authori- 
ties monitor miles used 
on airlines based outside 
Scandinavia? 

“We supply members with 
information about the tax 
rules and it’s up to them 
whether they' declare it or 
not It’s hard to say how 
many do, but I guess it's a 
minority. In a way I think it 
is futile. It is definitely cost- 
ing more to administer than 
it raises in revenue. I have 
never believed such a tax is 
worth the money, time and 
effort involved.” 

Small wonder, then, that 
officials began casting 
around for other ways to tap 
the well. Tbe solution 
devised in tbe US Is 
described as “sneaky" by 
Tony Clarke, chief executive 
of International Customers 
Loyalty Programmes, which 
has developed, implemented 
or managed programmes for 
companies in 45 countries, 
among them C3 thay Pacific 
and Thai Airways Interna- 
tional “Tbe tax is on the 
airlines and their partners. 
The consumer doesn’t see it 

- but pays for It somewhere 
along tbe line.” 



ROBERT GRAHAM 

FILE FROM PARIS 


Perplexed by Blair’s je ne sais quoi 


Although of different generations and political traditions the French and British leaders 
share a near-crusading desire to regenerate faith in good government 


Whatever the country, a 
curious foreign 
correspondent is always 
wary of the proverbial “man 
in the street". It is not that 
people say silly things; _ , 
rather they often tell you 
what they think you wish to 
hear. This is especially the 
case with political views 

where people can be 
cautious, plain misleading - 
or. in the case of taXJ-dnvers 
and bartenders, usually 
unrepresentative. 

But travelling around 
Prance I have been struck by 
just how much the topic of 
Tony Slair. Britain’s prime 
minister, is voluntarily 
raised. He looks young and 

sympathme. But this is uot 

what interests the - 

shopkeeper, hotel awnssr, the 
g arag e hand or electrician. 

They are fhstinated by his 
tack of ideological baggage . 
as evidenced by his speech - 

in impeccable French - to 

the National Assembly. TTwy 
par ticularly seem to recall 
one soundbite: “Wbat ^ 
matters is what works.” 

Such overt pragmatism is 

a breath of fresh air in a 


country whose politics are 

atOl conducted along the 
traditional fault-lines of left 
and right- It is also 
subversive, because Blaxrism 
at first sight appears more 
palatable to the right than to 
the left in Franca 

When Mr Blair addressed 
the National Assembly, the 
right-wing opposition 
frequently interrupted his 
migsnnn statement for New 
Labour with thunderous 
applause- For much of the 
time, Lionel Jospin, the 

Socialist prime minister, and 

his government colleagues 
looked on in what seemed 
embarrassed silence. Not 
least when bB observed: 

‘The management of tbe 
e cono my is neither of tbe 
left nor tbe right; just good 
or bad.” _ . 

The right here has latched 
on to the Blair example, 
portraying him as a 
-modernist” and casting Mr 
jospin «B“arcbaIc-- 
rapresenting a world off 
Socialist values rendered 
outmoded by the 
rfohaBsation of the 
economy. Tins government 


has, after alL waved a 
Socialist banner, taming its 
back on the word 
priva tisation and Imposing 
by law a redaction in tbe 
working week to 35 hoars. 

But last week a conference 
organised by the 
Socialist-Inspired Fondation 
Jean-Jaurds - timed to 
coincide with Mr Jospin’s 
first year in power - was 
able to demonstrate a 
gnrprialDg number of paints 
at which the governments in 


London and Paris converge. 
“Wbat differentiates us is far 
less significant than what 
brings us together,” 
observed Flore Mauroy, the 
farmer Socialist premier who 
presided ova: the occasion. 
-There is much more in 
common than one would 
have thought a year ago." 

Although the two toaders- 
are of different generations 
and come from wholly 
differ ent political traditions. 


moral values. They both set 
out with. 3 near-crosacBng 
desire to regenerate froth in 
good government, fhmiy 

nrwnTmtted tn este bfisftlng « 


mare direct and honest line 
with the electorate. They 
have been rewarded tay 

unusually lugfr ratings in 
the opinion; pons but neither 
has sought to he too 
self-congratulatory in 
celebrating this - Mr Jospin 
has even gone to the 
opposite extreme, with an 
almost enforced modesty 
eschewing any celebration. 

Both have a very 
down-to-earth view of what 
they can achieve and are 
guided by the principle that 
untiring- sho uld be prpynteftii 
that cannot be delivered. , 
They are nationalists 
. without being nationalistic. 
This essential pragm atism 
conditions every step and 
certainly softens the harder 
ideological edges of the 
soctaHsm that Mr Jospin 
brought with him to power. 
Where differences surface 
about the role of the 
markets, employment or 
state ownership, it is often 
because the two 
governments are earning at 
the same issues from 
opposite directions. 

In France, the government 


inherits a long tradition of 
state lntemntionism. The 

right when in power has 

either failed or not wanted 
to modernise the state; to 
weaken the power of 
unionised labour practices, 
or to reduce the dominant 
rule of the public sector in 
targe areas of the economy. • 
Cautiously, the Jospin 
government is now trying to 
adapt to the pressures of 

international competition, 

moving more towards the 
market economy and cutting 
away some of the lat of 
social protection. 

Though retaining much of 
the traditional vocabulary of 
the left, Mr Jospin is 
working towards market 
solutions. He refuses to use 
the word “flexibility”; yet he 
is edging towards a more 
flexible labour system under 
the guise of a S5-hour 
working week. In contrast, 
French Socialists point out 

Mr Blair is trying to add a 

sodaljSortoiist dimension, to 
the Thateherite reforms; to 

market economy. 

The most revealing aspect 
of last week’s conference 
was the differing attitudes to 
power. The French Socialists 


have had a good taste of 
power during the 14-year 
Mitterrand presidency, and 
never expected to win last 
year’s elections. So they do 
not possess the same hunger 
for office as Mr Blair and his 
colleagues who are haunted 
by 18 years in the 
wilderness- French Socialists 
were amazed by the 
determination to stay in 
office evident in almost 
every phrase from Peter 
Mandelson, Mr Blair’s 
right-hand man - and how 
this conditioned New 
Labour’s attitude to Europe. 

The real dividing line is 
not so much ideology as 
attitudes to Europe. Mr 
Jospin hesitated about the 
cost of joining the single 
currency, aware a sizeable 
slice of the country opposed 
the euro. However, he 
quickly realised France had 
no future outside the 
euro-zone; and now the 
single currency is a fait 
accompli. Mr Blair has yet to 
TTwke his decision regarding 
Europe. That takes me bock 
to tile man in the street who 
can understand Britain 
opting out. but cannot 
comprehend Mr Blair's 
ambiguous wait-and-see. 
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TIM JACKSON 


ON THE WEB 


A quick 
booster for 


drug trials 


PhaseForward is 
tapping into a 
profitable niche 
market 


If you are going to address a 
niche market, make sure you 
choose a profitable one. This 
lesson has been taken to 
heart by PhaseForward, a 
company based in the 
suburbs of Boston that is 
trying to use the internet to 
revolutionise the way 
clinical drug trials are 
documented. 

Under the regulations of 
the US Food and Drug 
Administration, most new 
pharmaceutical drugs go 
through three phases of 
testing. Tbe first, to check 
the safe dose range, tends to 
be carried out in a single 
centre by the company that 
developed the drug. 

But there are two further 
phases: one to check tbe 
efficacy and safety of tbe 
drug; the other to model its 
behaviour in conditions 
identical to those in which it 
would be prescribed - which 
has to take place at multiple 
locations using independent 
doctors and patients. 

The paperwork burden of 
carrying out these tests is 
immense. A typical test 
might involve 1.000 patients 
taking a drug for 10 weeks, 
and visiting a doctor for 
weekly check-ups during the 
trial. 

Tbe typical procedure is 
fora clinical nurse to 
transfer information from 
the doctor’s written notes on 
to special triplicate Case 
Report Forms which are 
returned to the drug 
company or picked np from 
the doctor’s office. 

There is already a targe 
industry that specialises in 
outsourcing such giant 
paperwork projects - and in 
making sure that data are 
checked in compliance with 
strict FDA regulations to 
prevent falsification. 

TTie business is lucrative 
with typical charges at 
$10520 for each case report 
form sheet If five forms are 
filled in for each visit that 
comes to 50,000 forms to 
process far a single trial - 
and a bill of $750,000 
(£457,000). Even at that price, 
drug companies often wait 
12 to 15 weeks after the end 
of a trial for completed 
paperwork. 

PhaseForward plans to 
automate tbe process using 

web tools. Its founders are 
Paul Bleicher, a clinical 
specialist' Jeffrey Klofft, 
formerly chief technology 
officer at a database 
company; an d Richard Dale, 
previously operations chief 
at Vermeer Technologies. 

(Mr Dale is a friend of mine.) 


Under PhaseForward’s 
vision, the clinical nurse 
who copies the stuff on to 
paper forms will enter the 
data straight on to a web 
page using a standard 
Microsoft or Netscape 
browser. They will then be 
instantly sent over the 
internet ora private 
network to the server 
holding tiie database where 
the data are being collected. 

PhaseForward’s pitch to 
drug companies is not based 
merely on cutting tbe cost of 
paper processing. Instead, it 
focuses on time to market 
Mr Bleicher explains that 
with the clock ticking on the 
20-year life of a drug patent 
every day saved In bringing 
ft to market could increase 
revenues at the back end by 
Sim or $2m. (Of course, if 
the drug trial fails, there will 
not be any revenues.) 

But Mr Bleicher points out 
that PhaseForward offers 
other advantages too. Use of 
the web dramatically 
reduces the cost of 
correcting errors, because 
the case will still be fresh in 
the doctor’s mind if a query 
is raised an hour after the 
patient's visit rather than 
five weeks later when the 
notes have to be retrieved 
from records. 

Better still, drug 
companies can change the 
format of trials while they 
are in progress and can get 
early warning of problems in 
scattered centres where 
doctors may not be following 
the procedures as intended. 

To make sure recalcitrant 
doctors who refuse to let 
their clinical nurses use the 
web do not spoil its pitch, 
the company can send in 
contract data-entxy people to 
sites where people are 
unwilling to use the web 
forms. 

PhaseForward unveiled its 
service last week at the Drug 
Information Association 
meeting in Boston. Another 
company. Vereal 
Technologies, was also 
present. Versal offers a 
downloadable software 
package called WebTrial, “a 
comprehensive solution to 
support remote collection 
and review of clinical trial 
data via the internet- 
intranet". 

Mr Dale believes that 
PhaseForward 's boast that 
its software is already 
compliant with all the FDA's 
requirements will be a killer 
advantage. He also thinks 
that drug companies are fed 
np with having diskettes 
thrown at them, and want a 
foil-service system nm by 
people with clinical rather 
than merely software 
experience. 
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NOTICE TO THE BONDHOLDERS 
ARBEDSA. 

ECU t£fiOOJKl05 1/2% Snbon&nttd Cosranblc Bond* due Jot? 7 . 1999 
1S1N code: GB0040470147 
Common code 001070851 


*1 accordance with Condbon 5 ol the Ottering Circufer, notice is hereby 
given to the BonOtotdKS that the Issuer has decided to redeem « par on 
July 56. 7998 (this data twng the ■Repayment Gael aU the outstarvfng 
Bonds together with accrued Merest in the amount of ECU 6.075 per 
Bond redeemed 


Each Bondholder shefl have the right unU the 
t M or any of the 


_ prior to 

Date to convert el or any of the Bonds held by ihe 
fctto fiOy pad Ordnary Shares vmhout par value oi ARSED SA 


IP* Ranque GEnErale 
3S5 du Luxembourg 

acting as Fiscal Agent 


CONTRACTS & TENDERS 



Following the DIVIDEND DECLARATION by Ford Motor 
Company (U.S.) on 9 April, 1998 NOTICE is now given that 
the following DISTRIBUTION will become payable on or 
after 15 June, 1998. 


Gross Distribution per unit 
Loss 15% USA Wtthhokflng Tax 


2.100 Cents 
0315 Cents 


Converted at Si .65 


1.78S Cents 
ED.01 081818 


Claims should be lodged with the DEPOSITARY; National 
Westminster Bank PLC, NatWest Investments Counter, 
c/o NatWest Markets, 1st Floor, 135 BJsbopsgate, London 
EC2M 3UR on special forms obtainable from that office. 


United Kingdom Banks and Members of the Stock Exchange 
should mark payment of the dividend In the appropriate 
square on the reverse of the certificate. 


All other claimants must complete the special form and 
present this st the above address together with the 
ceruflcaiBfs) tor marking by the Notional Westminster Bar* PLC. 
Postal applications cannot be accepted. 

Doted 15 June. 1998 


J 
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INSIDE TRACK 


BUSINESS EDUCATION ISRAEL 

Grown-up 
lessons 
for young 

companies 


Israel’s technology 
sector is held back 
by a shortage of 
good managers, 
says Avi Machlis 

■Bn The young Israeli 
founders of Check 
Point Software cre- 
ated the world’s most suc- 
cessful network security 
computer application, in a 
makeshift laboratory in the 
flat of one of their grand- 
mothers. They did not feel 
the need to go to business 
school first 

But like many technology 
companies. Check Point - 
which now has a global pres- 
ence and annual revenues of 
$33m (£50.6m) - has discov- 
ered that innovation alone 
does not guarantee growth. 
Israel's lack of a business 
education tradition has 
caused a management crisis 
in a sector where companies 
are often run by self-made 
technophiles. 

Now. at the Technion 
Institute of Management 
(TIM), a group of interna- 
tional educators and busi- 
nessmen is trying to put 
things right They have cre- 
ated a pilot programme for 
executives in the technology 
field that links the class- 
room with the business 
world. It aims to ensure that 
the sector continues to drive 
the Israeli economy and 
attract foreign investment 

“We felt that unlestt we did 
something very significant 
in management education, 
this whole high-tech boom Is 
going to become a temporary 
phenomenon." says Yoram 
Yahav. executive director 
and a founder of the 
school. “What we came up 
with, to the best of our 
knowledge, does not exist 


anywhere else in the world." 

TIM was created by the 
Technion, a renowned tech- 
nology institute, and Is 
located at the Atidim indus- 
trial park near Tel Aviv 
ami d some of Israel's best 
known high-tech companies. 
It boasts an international 
staff from institutions 
including Harvard, the Kell- 
ogg school of Northwestern 
University and Babson Col- 
lege In Boston. 

The curriculum was con- 
ceived after an extensive 
survey of foreign business 
schools and interviews with 
nearly 6S0 Israeli executives. 
“We really let the business 
community design the pro- 
gramme," says Lester Thu- 
row. TIM's chairman, an eco- 
nomics professor and dean 
emeritus at MIT's Sloan 
School of Management in the 
US. 

The problem, says Prof 
Thurow, is that “the kind of 
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ACCREDITATION 



NEWS FROM CAMPUS 


Plot ptutfr a m m ec Lester Thurow (Ml) and Yoram Yahav In Tel Aviv 


of executive programmes in 
which a single company 
sends a large group of execu- 
tives. or Individuals come an 
their own. Instead, each of a 
handf ul of companies sends 
about five middle to senior 
level managers at a total 
cost of $100,000. About a 
third of the 29 participants 
in the first round are women 
- not a small number for the 
Israeli business sector, 
which is notoriously chau- 
vinistic. 

Since March, representa- 
tives Of five cnmpaniflfi and 


‘The guy who is a good chief financial 
officer when a company goes from 
zero to $50m may not be right when 
you’re going from $50m to $200m’ 


guy who is a good chief 
financial officer when a com- 
pany goes from zero to $50m 
in revenues may not be the 
right guy when you're going 
from $50m to $200m". 

Analysts often cite more 
than 100 Israeli companies 
listed on Wall Street, most 
from the technology sector, 
as a sign of success. But 
many of them, says Prof 
Thurow, find their market 
capitalisation has shrunk a 
year after going public. 

To break the pattern, TIM 
broke with standard formats 


the Israeli army - an incuba- 
tor for the technology sector 
- have been meeting for a 
week each month. Participat- 
ing in the pilot along with 
Check Point Is Diasonics, an 
ultrasound maker recently 
purchased by GE Medical 
Systems, and Siemens of 
Germany, which owns an 
Israeli data communications 
company. Siemens is even 
sending two executives from 
Germany. The courses are 
run in En glish. 

There are lectures on glo- 
balisation. international 


marketing, negotiations and 
business strategy. But the 
programme’s h'g hh g ht is a 
project each team brings 
from its headquarters. They, 
set goals for the six-month 
period, are coached by indus- 
try professionals and report 
to their bosses at the end of 
the semester. 

Micfral Eitan. 32. director 
of operations at Check Point, 
typifies the problems facing 
the sector. She presides over 
production, manufacturing, 
distribution and administra- 
tion for a profitable internet 
company. But Ms Eitan hag 
a only BA. 

“Most of our management 
does not have an MBA." she 
says. “You get to a point 
where the company has 400 
employees, and you need 
more ekffls far that I see the 
volume of money Fm dealing 
with every day; the budget; 
the number of people I’m 
managing. Some people can 
learn to harwno this by them- 
selves, but far me this pro- 
gramme is very important." 

Check Point's team at TIM 
is trying to integrate 
Met&Info, a recently 
acquired Seattle-based com- 
pany. Into its new parent. 
They are studying basic 
s kills such as how to present 
the acquisition to employees. 
The multi-company environ- 
ment of the programme is an 
opportunity to -learn from 
others. 

Integrating mergers and 


International 

financial 


FINANCIAL TIMES 

Information 


news from 


European & Asian 
perspectives. 



NEWS 


If you need to know what’s moving 
UK, European and Asian markets, 
you need AFX NEWS, the real-time • 
English language newswires that give 
the latest international financial and 
corporate news. With the resources of 
owners and partners, FINANCIAL 
TIMES INFORMATION and 

Agence France- Presse to draw on, 
you know AFX NEWS will always be 
relevant, reliable and right And it’s 
available to you on-line through alt 
major market data platforms, 


deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 


FOCUS ON INTERNATIONAL FINANCIAL NEWS 

A JOINT-VENTURE OF FINANCIAL TIMES INFORMATION AND AGENCE FRANCE-PRESSE 

AFX NEWS 15-17 EPWORTH STREET, LONDON EC2A 4DL (44) 171 25S 2532 
FAX (44) 1 7 1 490 3007 EMAIL: AFX.5ALES@FT.COM AND NEW YORK, USA (21 3) 306 6734 


Sfvan Farag 

acquisitions is a prominent 
t hprq **. Reinhold Jost, direc- 
tor of hardware development 
at Siemens Private Commu- 
nications Systems in Ger- 
many, is working on creat- 
ing a “virtual" company out 
or Si emens’ units in Munich 
and Israel. 

' “It's a perfect environ- 
ment," he says. “We have 
very professional consulting 
to help us with the difficult 
task of building one com- 
pany out of two. Stepping 
out of the daily business rou- 
tine to participate in fh*» aca- 
demic side of the programme 
and learn about globalisa- 
tion and ne g o tiati ons is also 
extremely helpful.” 

In July, the gronp will 
leave the classroom for a 
“business experience" trip to 
Singapore. While educa- 
tional excursions are com- 
monplace in business pro- , 
grammes, Singapore was 
chosen as a “control case" to 
learn about Israel’s short- 
comings. “We went out of . 
our way to find a place 
that’s roughly the same size i 
as Israel but has out- 
performed it,” says Prof I 
Thurow. • 

Plans are unde- way to i 
launch a programme aimed 
at high-tech entrepreneurs 
at the pre-start-up stage. 
This may make it easier fin* 
the next generation of Israeli 
entrepreneurs to get out of 
g randmother ’s flat and into 
the global marketplace. 


Schools have 
too much room 
at the top 

The dearth erf suitable 
applicants for the business 
school top Job'is no better ‘ 

I Htostrated then at MIT, where 
1 the Stosn school has had to 
1 appoint an Interim dean to 
taka over from Qerc Urban 
when his five-year stint ends 
on Jufy 1. 

FBchard Schmalensee, who 
has been deputy dean at the 
school for two years, wffltake 
the reins at Sloan for up to a 
year. Meanwhile foe Advisory 
Committee continues to 
review interna) and external 
candidates in Its search for a 
new deal. - 
Stoan: httpiffwahjivledu/ 
sloanfwww/ 

Slovenians 


go Dutch 


This month MBA students 
. from Slovenia's I nterna tional 
Executive Development Centre 
and the Netherlands' 
Rotterdam School of 
Management wffl participate in 
the first exchange programme 
between the two schools. 

Students from Stovenla wiB 
study best practice in the 
Netherlands and wiD make 
several corporate visits white 
the students from RSM . 
Erasmus win consider the ins 
and outs of doing business in 
Slovenia. 

IEDC: wwwJedc-brdosi 
Erasmus: wwwjsnuW 

Europe under 
the spotlight 

The University of 
Pennsylvania's Wharton 
school is focusing on 
European issues with a 
two-day seminar examining 
the global competitiveness of 
Europe. 

The conference, to be held 
In Munich on June 25 and 26, 
win examine investment 
strategies, labour issues and 
worker education. Speakers 
include Thomas Gerifty, 


Wharton's dean, Henning 
Schuite-NoeBe. chairman of 

the German AIBanr group, and 

Sir Paul Judge, who has given 
his name - and considerable 
fundff- to the Judge institute. 
Cambridge University's 
busftess school. 

Wharton: www.wharton. 

upenn^dufekimnUeuropa98 
• Three days earlier - June 

22-23 - less, the Barcelona 
business school, wffl hold Its 
fourth International 
Conference on Job Croatian, 
looking at the relationship 
between employment and new 
technologies. Speakers 
Include faculty from Stanford 
and Cohatibia as well as lews. 
fese: wwv/Jese.es 

Learning at the 
workstation 

Companies that want to give 
managers extra training white 
keeping them in the office can 
use one c4 the 
CD-Rom-based learning 
guides developed by 

UK-based Ashridge 

Management College. The 50 

electronic teeming guides, 
previously only available on 
paper, win be available from 
July. 

Each guide is arranged in 
three sections. First is 
“theory", an overview of the 
latest management thinking; 
second is Teafity". which • 

describes the most relevant 
resources available; and third 
is “action*, a list of practical 
development activities. Topics 
Include coaching, creativity 

and managing stress. 

Ashridge: UK. (0)1442 841156 

New Zealand is 
in the business 

New Zealand's University of 
Otago has launched a Master 
of Business degree, which 
covers general management 
subjects such as 
accountancy, information 
science, finance and 
m arke ting. The course is run 
by the university’s commerce 
division. 

University of Otago: New 
Zealand. 3 4798045 


toformafion tor News from Canges sbordd be seat to Defia Bradshaw, 

The financial Tones, One Southwark Bridge, London SE1 9HL 
TeL 44 171 673 4673 fax 44 1 71 873 3950 


New rules 
for Hong 
Kong 
schools 


■BM Almost - half the 
overseas operators 
running courses in 
Hong Kong have opted to 
link with local institutions 
rather than go it alone to 
seek government accredita- 
tion. 

AH courses offered in 
Hong Kong must from this 
month be either licensed or 
exempted through local tie- 
ups. Overseas suppliers of 
MBA programmes have been 
particularly affected. 

The initiative was intro- 
duced by the government in 
a bid to enhance the territo- 
ry’s educational reputation, 
which had been tarnished by 
sub-standard courses. 

The government said last 
week that the Education 
Department had registered 
177 courses; rejected 14; and 
exempted 117 of the 168 seek- 
ing exemption by collaborat- 
ing with local institutions. 
(The remaining 51 exemp- 
tions are being assessed.) 

Operators had predicted 
that the combination of relo- 
cation and accreditation fees 
could force many of them to 
join forces with local univer- 
sities and colleges to qualify 
go* seek exemption. 

While this was seen as a 
logical option by many, oth- 
ers - particularly those run- 
ning MBA courses - argued 
that the rigid timetables and 
rules adopted by big univer- 
sities did not meet the needs 
of working professionals, 
who require service in the 
evenings or on Sundays. 

The 14 courses that foiled 
to quality can appeal, and 

the government said a fur- 
ther 52 applications, which 
arrived late, are still being 
assessed. Operators of both 
sets of courses have been 
asked to make “appropriate 
arrangements" to settle with 
their current students. 

Anyone r unnin g a non- 
accredited course that has 
not been exempted could 
face a fine of HKS25.000 
(£1.980) and two years' 
Imprisonment. 

Louise Lucas 
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BANK RANK IN THE 1000 
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TOP 1 000? BANKS 

■ I ■ VWV • To be published In the July 

1998 issue of The Banker 
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The Banker's July issue, containing 
The Top 1 000 World Banks 
listing will be on sale from July 1 . 
Now in it's 29th edition it is 
universally regarded as the 
industry's definitive benchmark. 

The Top 1000 rankings are the 
only ones based on The Basle 
Definition of Tier One Core 
Capital, revealing the true 
standing of every major bank 
worldwide from capital strength, 
to profitability, to return on assets. 

• Scrupulously researched 

• Rigorously analysed 

• Totally independent. 






Quite simply - The Banker's Top 1000 
World Banks listing gives the complete 
picture on global banking 

ON SALE AT ALL MAJOR NEWSAGENTS FROM 1UCF 1 OR ORDER DIRECT. 
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WORLD CUP 


UI< ITED STATES new vo cabu lary ne eded before tthe sport can gain ho ld 


When soccer is lost for words 


Americans have still 
not got to grips with 
the subtleties of the 
beautiful game, says 

Jurek Martin 


The US team, while likely to 
be decent and competitive in 
France 98 - as they were on 
home soil lour years ago - 
are not expected to progress 
far in the tournament When 
they take to the field 
tonight against Germany, it 
will be as the underdogs in 
Group F. 

This does not mean that 
soccer is dying in America. 
It has taken hold In schools 
and colleges, is followed 
avidly by the legion of immi- 
grants - especially Hispanr 
ics, and Major League Soc- 
cer, funded with the profits 
of the last World Cup, is 
alive and reasonably well. 

Some of MLS's best play- 
ers are imports, such as 
Marco Btcheverry of Bolivia 
and Raul Diaz Arcs from £1 
Salvador, but there is some 
pretty fair home-grown tal- 
ent on display. 

Also, there are firm Ameri- 
can players performing at 
the highest levels in Europe, 
such as Kasey Keller, the 
Leicester goalkeeper, and 
midfielder Claudio Reyna, 
with VF Wolfsburg in Ger- 
many. 

At RFK stadium in Wash- 
ington, previously home to 
baseball and (American) 
football, DC United, champi- 
ons in the Const two years of 
the league, generally draw 
about 15.000 spectators to a 
game, just under 30 per cent 
of capacity. 

There is also some local 
television coverage of 
matches, while the Washing- 
ton Post has started printing 
special soccer pages in 
En glish and Spanish. The 
signs at RFK are also now in 
both languages. 

Every game of the World 
Cup will be available on net- 
work and generally available 
cable television, rather than 
mostly confined to Univi- 
sion, the Spanish network. < 
ABC is even pre-empting 



Afl for one: the US team celebrate a 1-0 wtn over Brazil earlier this year, but the sport is struggling to attract tans 


its most popular daytime 
romantic soap opera to show 
US team games live - per- 
haps in the hope that Sun- 
day's match against Iran will 
tom into a love fest 

But, allowing for all the 
qualifications, it is undenia- 
ble that soccer as a spectator 
sport simply has not arrived 
in America, the diehard fang 
and recent immigrants 
excepted. This is variously 
put down to poor marketing 
(which seems untrue), too 
few goals, too many offside 
traps and too much continu- 
ous play, which leaves no 
room for television commer- 
cials. 

There may be another 
important reason. An airline 
magazine is not generally a 
place liar wisdom and insight 
hut a recent flight to Louis- 
ville on US Airways yielded 
a provocative article, which 
the priesthood' of American 
journalists, not Into self- 
flagellation, cannot talk 
about but which a soccer. 


coach and occasional broad- 
castor in Vermont can. 

Tim Brookes argued that 
the US mpdia do not know 
how to cover soccer in 
words. They tend to assign 
all-purpose sports reporters 
to soccer on the assumption 


Equally alien to 
soccer is tiie 
American 
obsession with 
statistics 


that there is no real differ- 
ence between covering bas- 
ketball or ice hockey and 
soccer. What gets lost is the 
art of metaphor, or, as 
Brookes puts it lucidly, “the 
means by which we make 
sense of reality”. 

' Reading the US press and 
watching Brazil v Scotland 


and Morocco v Norway on 
television brought home his 
point with a vengeance. The 
American commentators, 
probably fresh from doing a 
fine job on goldfish racing in 
El Paso, had no idea, their 
correct identification of play- 
ers notwithstanding, what 
was tactically unfolding 
before their eyes. 

Worse, the language they 
used was mostly derived 
from hyper-coached Ameri- 
can apmis - they spoke of 
the “double team", of play- 
ers “drawing a foul", of the 
“red zone”. 

The terminology is not 
inaccurate, but its familiar- 
ity with Americans has 
nothing to do with soccer, 
surely among the most free- 
form of sports. 

Equally alien (to soccer) is 
the American obsession with 
statistics. Thus the televi- 
sion screen would intermit- 
tently be filled showing how 
many times Hadji of 
Morocco had found a team- 


mate with a pass, not differ- 
entiating between the side- 
ways tap and raking ball 
which opens up a defence. 

This is actually quite sad, 
as well as being serious, 
because the best American 
sports broadcasters and writ- 
ers are in a literate (and met- 
aphorical) league of their 
own. 

Even a visitor from outer 
space would be beguiled by 
Vln Scully of the Los 
Angeles Dodgers or Jon 
Miller, formerly of the Balti- 
more Orioles, describing a 
game of baseball. Bat they 
have devoted years to their 
craft 

Until soccer gets that - 
and it is hard to see how it 
will In a hurry - it will lack 
the critical media platform 
necessary to take it to a 
higher level of public accep- 
tance and watchabflity. 

Unless, of coarse, the US 
team wins the World Cup. In 
which case Tiger Woods had 
better move over. 


ENGLAND 


Adams 
the key 
at first 


If England are to advance 
from the first round of the 
World Cup, they need Tony 
Adams to play well. If 
England are to win the 
World Cop, they need. Mich- 
ael Owen to play. That is the 
impression gained after a 
visit to the team's training 
camp in La Battle, near 
Nantes. 

Adams is England's defen- 
sive linchpin, and starting 
with today’s opening game 
against Tunisia in Marseil- 
les, he needs to be at his 
best against the quick- 
footed, quick-thinking for- 
wards who proliferate tn the 
World Cup. 

Owen may not be guaran- 
teed a place tn England's 
starting line-up, yet so con- 
vinced are many observers 
of the team's need for his 
pace and finishing power 
that the 18-y ear-old Liver- 
pool forward has been 
tipped as one of the poten- 
tial stars of France 98. 

The man - or rather the 
boy - himself is remarkably 
level-headed abont the spec- 
ulation. “It’s all right people 
saying nice things abont 
you, but the proof In the 
padding is when yon actu- 
ally play," said Owen. 

His growing legion of 
fans, however, may have to 
wait to see him in action, 
even if it is for only 45 min- 
utes or so. Glenn Hoddle is 
playing his cards so close to 
his chest that it would not 
be s urprising to discover he 
-had had surgery to implant 
them in his breast cavity, 
but most expect Teddy Sher- 
ingham to partner Alan 
Shearer up front, with Owen 
starting on the bench. 

The other question mark 
over the team is whether 
Doddle plays David Beck- 
ham or Darren Anderton 
wide on tbe light. Beck- 
ham's superior crossing and 
shooting ability may see 
him get the nod. 


Patrick Harverson 


NIGERIA DRAMATIC 3-2 VICTORY OVER SPAIN BRINGS RELIEF FOR MILITARY REGIME 


Eagles oblige by winning the political game 


Antony Goldman and David- Owen on 

how the team pleased rulers and ruled 


fter a week of tension and 
unult following the death 
F General Sani Abacha, 
igeria's military ruler, the 
linitiated might have mis- 
iterpreted tbe empty streets 
id gathering of groups of 
rang men in towns and 
ties across Africa’s most 
jpulous nation on Saturday 
ternoon. 

The eerie quiet that 
jscended on a usually busi- 
ng and chaotic Lagos signi- 
ed no ominous political 
ivelopment. it was some- 
ling far more serious.' foot- 
ill. In a country of cannois- 
mrs of the beautiful game, 
iy hotel bellboy will ven- 
ire an opinion as to 
hether England coach 
i win Hoddle would be wise 
i play a flat back four. 

The passion for tbe 


national team, the Super 
Eagles, is Intense. 1 can't 
bear to watch,” said Abdul- 
salam Abdullah!, a univer- 
sity graduate who sells ciga- 
rettes, “It gives me 
hypertension. I sit away 
freon the TV and the radio, 
but still my stomach churns 
when I hear the people 
roaring:" 

At the Welcome Bar on the 
airport road in Lagos, two 
smartly dressed young 
women were among those 
watching the team's pulsat- 
ing game against Spain, 
which they eventually won 
3-2. The women hissed with 
dismay at one of a series of 
fumbles by goalkeeper Peter 
Rufai. 

“peter [everyone is on first 
nam e terms with squad 
members) is too old now.” 



The decider Sunday Otisoh after Ms winning goal 


Reuter 


one complained. “He will 
lose us this game.” 

There is no country in 
which the events of the 
World Cup finals have more 
political ramifications than 


Nigeria. The death of Aba- 
cha has, if anything, intensi- 
fied the importance of the 
team's performance. His 
regime poured millions of 
dollars into the Super 


Eagles’ preparations, hoping 
to reap political dividends 
from an otherwise resentful 
and discontented nation. 

Now it is the new head of 
state. General Abdulsalam 
Abnbakar, who stands to 
benefit if the team do well 
Following Saturday's mas- 
terful performance, the 
streets were suddenly 
thronged amid spontaneous 
jubilation. “Football goes 
beyond tribal and religious 
divisions and distracts 
everyone," noted one diplo- 
mat in the capital, Abuja. "A 
good run for the national 
team could buy the new 
leadership the time it needs 
to assert itself." 

The Super Eagles certainly 
obliged on Saturday, and 
France 98 will produce few 
better irmt c^pfS. 

Most of the plaudits went 
to Sunday Oliseh, the Ajax 
midfielder whose 30-yard 


thunderbolt after 78 minutes 
provided a fitting climax to a 
foil-blooded and topsy-turvy 
match. But the turning point 
was the arrival of substitute 
Rashidi Y&klni who played 
in Garba Lawal to score the 
equaliser. . 

Defeat was particularly 
hard on Fernando Hierro, 
who was commanding in the 
Spanish midfield, scoring 
one goal direct from a free 
kick and setting up the other 
with a majestic 40-yard 
through ball to RauLL 

Meanwhile, in Nigeria, 
football has not overtaken 
reality altogether. “I love the 
game and want the boys to 
do well," confessed Rasaki, a 
taxi-driver working during 
the Tn ateh. “But my children 
cannot eat football Do you 
need a lift?" 


Antony Goldman fa senior 
Africa editor at the EIU. 
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FR A NO ON DIGEST 


WEEKEND ROUND-UP 


Africans contribute to the 


attacking entertainment 



The weekend’s results and the 
manner in which the games 
were played confirmed that 


Prance 98 is emerging as one 
of 


the most entertaining World 
Cups in recent memory. This Is 
due to the positive approach 
most teams are taking in their 
first-round games, which are 
being treated more like 
must-win knock-out matches 
than must-nat-iose qualifiers- 
Only the negative, suffocating 
tactics employed by Belgium to 
stifle Dutch talent in a goalless 
draw at the Stade da France 


on Saturday night was a reminder of how so many early rounds 
of previous World Cups were besmirched by a widespread lack 
of ambition. The Belgians’ display had its roots in their two 
heavy defeats by Holland in the qualifying rounds, so it can 
probably be excused. The wily feature of an otherwise 
disappointing game was the sending off of Dutch striker Patrick 
Khjivert, whose Inability to control his temper once again let 
him, and his team, down. 

The weekend had a cracking start when Spain met Nigeria in 
Nantes on Saturday afternoon in a contest of thrilling intensity 
and switchback emotions. The 3-2 win for the Eagles of west 
Africa, coupled with the strong displays from Morocco and 
Cameroon, challenged the preconception that the African teams 
would struggle in this World Cup. 

The same cannot be said about the tournament's participants 
from Asia, although both teams gave good accounts of 
themselves during the weekend. South Korea started brightly, 
taking the lead on tiie half-hour against Mexico in Lyons 
through a deflected Seok-Ju free-kick. Unfortunately the Korean 
midfielder's joy turned to despair a minute later when he 
became the fUpt player to be sent off under Fifa’s new 
interpretation of the rules against dangerous tackles from 
behind. His wild lunge at Ramon Ramirez was clearly just that, 
although the lack of consistency displayed by referees on this 
issue - in earlier games several similar tackles went unpunished 
or received a yellow card - entitled Seok-Ju to feel somewhat 
hard done by. His sending off proved the catalyst for Mexico's 
revival, and spumed by two goals from the dynamic Luis 
Hernandez, the Central American team cruised to an ultimately 
comfortable 3-1 victory. 

Yesterday Argentina emerged from their game with Japan in 
Toulouse with the expected victory, but not without a few 
scares along the way. After gaining a first-half lead through 
striker Gabriel Batistuta (above), Argentina laboured to add to 
their total. The Japanese goalkeeper Yoshikatsu Kawaguchi put* 
in a sterling performance, his team dominated parts of the 
game and even came close to equalising during an exciting 
second half. Just as with Brazil in their opening game against 
Scotland, there was insufficient sustained quality in Argentina's 
play to justify their status as one of the favourites to win the, 
World Cup. But also like Brazil, the Argentinians will be more 
than pleased with their first three points. 

In St Etienne, Yugoslavia scraped a 1*0 win over Iran thanks 
to a 73rd~minute free-kick from Sinisa Mihajkwlc. Yugoslavia 
were disappointing, creating few chances and lacking 
penetration against a well-organised and determined Iranian 
side. Patrick Harverson 


HOOLIGANISM 


Tension high in Marseilles 


Tension was mounting on the streets of Marseilles yesterday as 
England supporters gathered In the southern French city for 
their team's opening World Cup game against Tunisia today. 
There was a heavy police presence in the bars of the city’s Old 
Port following the brawl on Saturday night- that resulted in four 
arrests and three people being taken to hospital. Of the four 
people arrested, three were yesterday released without charge 
and one wiki appear In court today charged with violent 
behaviour. Peter Aspden 


TODAY’S GAMES 


• ENGLAND V TUNISIA, 1440% MARSEILLES, GROUP G. 
England hope to launch their campaign with a 
confidence-boosting win against the group's underdogs. 

• ROMANIA V COLOMBIA, 17J30, LYONS, GROUP a 
Pundits are playing down Colombia's chances against the team 
expected to qualify from the group. 

• GERMANY V US, 21.00, PARIS, GROUP F. The tough and 
efficient US side lack flair but may give the ageing but classy 
Germans a hard game. 

'Local kickoff times (GMT plus 2hrs). One hour earfier in UK. 


NUMBERS SO FAR 


Goals total ... 28 Sendings off 3 

Bookings 37 Penalties —.2 
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For latest World Cup news 
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Players. Photographers. Hot dog sellers, 
^e get everybody into the game. 
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accreditation of over 50,000 people more quickly tkan your efficiency or growing your in f r astru cture, call us at 


44- 18 1-754-4822, Visit us at www.ed&.eam. And ke sun? 
to enjoy fcke official World Cup 
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This advertisement is issued by Fortis and approved by MeesHefSon Securities (UK} Limited which is regulated by tfw Securities and Futures Authority hi the conduct of investments busnos* in the LJK. 

The information contained herein does not constitute an offer for sate in the United States. The securities tfiscribed herein have not, and wifl not, be registered under the U.S. Securities Act of 1993 and nay not be offered or sold. 

directly or ndrecfy hto tfie Unfed States. Residents of the United Stales wW not be permitted to participate in the offer. 
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FORTIS AG 

a public company incorporated with limited liability under Belgian law, 
Boulevard Emile Jacqmain 53 / Emile Jacqmainlaan 53, 1000 Brussels, 
registry of commerce Brussels no. 1811, 


for all shares that it has not previously acquired in the capital of 

GENERALE DE BANQUE / GENERALE BANK 

a public limited company incorporated with limited liability under Belgian law, . 
Montagne du Parc 3 / Warandeberg 3, 1 000 Brussels, 
registry of commerce Brussels no. 76034. 


Terms of the offer 


The shareholders are offered: 


beneficiary to receive a cash payment up to a maximum 


in France: Banque Parisienne de Credit; 


- 7 Fortis AG shares with WPR strips (coupons 

number 12 and following attached, entitled to dividends 
as from 1 January, 1998), for which the decision to issue 
was taken on 5 June, 1998, in exchange for 3 Generale 
Bank shares (coupons number 9 up to and including 30 
attached), in conformity with the initial offer, plus 


- a cash contribution of BEF 2,715 for each 

Generale Bank share presented pursuant to the offer. 


- a cash guarantee for each new Generale Bank share 
delivered. This cash guarantee entitles its beneficiary to 
receive on 6 July, 1998, for each new Fortis AG share, a 
cash amount up to a maximum of BEF 1 ,200 equal to 


of BEF 500, during the exercise period from 6 July, 2001 Banque Regfonale du Non± 


to 20 July. 2001 inclusive, equal to the difference 
between BEF 13,500 and the average daily closing price 
of the Fortis AG share during the period from 
1 June, 2001 to 30 June, 2001 inclusive, provided that 
the difference is a positive amount and does not exceed 
BEF 500. Any Contingent Value Right not exercised 
before 21 July, 2001, will lose its value. 


The offer will remain in force and effective from 15 June, 
1998 until and including 26 June, 1998. 

Acceptance of the offer 

The acceptance forms in respect of the offer are to be 
deposited in the period between 15 June, 1998 until and 
including 26 June, 1 998 at 16.00 hours at the financial 


the difference between BEF 1 0,900 and the average daily institutions mentioned hereafter, where the prospectus 


closing price of the Fortis AG share during the period 
from 18 May, 1998 to 26 June, 1998 inclusive provided 


including the acceptance forms can also be obtained: 
in Belgium: ASLK-CGER-Bank; Generate de Banque/ 


that the difference is a positive amount. For the purpose Generale Bank; Banque Bruxelles Lambert/ 


of calculating the average share price, as the Fortis AG 
share goes ex-dividend on 11 June, 1998, a gross 
dividend of BEF 153 per share will be deducted for the 
period from May 18, 1998 to 10 June, 1998 inclusive, 

- one Contingent Value Bight per delivered Fortis AG 
share. Each Contingent Value Right entities its 


Bank Brussel Lambert; Credit Communal de Belgique/ 
Gemeentekredlet van BelgiS; KBC Bank; Pete ream; 
in the Netherlands: Generale Bank Nederland; 
MeesPierson; VSB Bank; 
in Luxembourg: 

Banque G6n&aie du Luxembourg; Fortis Bank Luxembourg; 


The shareholders of Generate Bank can also accept the 
offer by depositing the acceptance form, duly completed, 
at their financial institution or intermediary until and 
Including 26 June, 1998. 

Listing of the new Fortis AG shares 

The admission to listing of maximum 38,568,310 newly 
issued Fortis AG shares, maximum 25,925,91 1 Contingent 
Value Certificates and maximum 25,925,911 WPR strips will 
be requested at the first market of the Brussels Stock ’ 
Exchange. The fisting of the new shares only has been 
requested at the Luxembourg and London Stock Exchanges. 
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PARIS 

n»Low__ 

JP«*ig on FrWa/.pfomjses to 
Jewierf iho WghHgte-of jhe 
T99S art calendar, ft'offers a - ' 



flwMc collections. Thd axhfoiijcn 
yepsonFr«ay«xJijaist«ffl 
September 21. 

AMSTERDAM 


begkw.a series of concerts with 

. His two programmes, 
the first wtth works by Berlioz. 

^hc^nend ^gar, tee second 
^ewQtedip La damnation de 
**# ®® ch given twice m 
Arnstaritonj, and then once /nare 



ki Lisbon, wjtb Portuguese ; 
planter Maria JoaoPires as . 
«Scfet In Chapa's Fte* Piano 
Concerto. V . ' ; 


BONN 

The Bonn Biermate/alestivei of 
' nen« plays,' opens on Thursday. 
Over the foHawing wade end a . 


half, 23 plays from 18 European 
countries wffl be perforated, 
including Max Stafford-Ctark’s 
production of Caryl Churchill’S 


given n the ortgmal.tenguaga. 
with simultaneous transfatiton. 

NEW YORK 

Following its recent showing at 
London's Tate GaHory, the 

Bonnard retroapectiva moves to 
the Museum of Modem Art. 
.where -ft open* an Sundays The. 
exhibition indudes Bonnard's . 


Interiors, as we# as an 
exceptional aeries cJ nudes 
depicting Marthe (left). who 
became his Ufolong companion. 

LONDON 

Er^Bsh National Opera tonight 
givas the wodd premiere erf Gavin 


Bryant's fright) Doctor Ox's 
Sgjeriitenf , a Juies Varner 
inspired opera on the theme of 
tvm-travel Tha staging is by 
Annenian-CanacGan Urn director 
Atom Egeyan,and the conductor 
is James Holmes. Bonaventura 
Bottone singe the title role. 

On Thursday et tha Royal Abort 
Hall fngSsh National Baflet 


seasoned anew Romeo and 

JuSet by Derek Deane: huge 
cast, street brawls. JuvBnfle 
passion, Prokofiev the public wifi 
adore K aft 

The Royal Shakespeare 
Company's staging erf The 
Unexpec te d Man, by Yasnfaa 
Rea (author .of Art), featuring 
Bean Atkins and Michael 
Gambon, directed by Matthew 
Warchus, transfers to the 
Duchess Theatre tonight The 



Almeida Theatre’s staging of 
.Eugene O Nod's The Iceman 
Cometh, directed by Howard 
Davies, with Kevin Spacey and 
Tim Pigcrtt-Smifh, transfers to the 
Old Vic on Friday. 

ST PETERSBURG 

The Kirov Opera's White Nights 
festival, fotnded and 


masterminded by Valery Gergiev, 
opens on Friday with Prince Igor. 
Festival repertory also includes 
La travtoa. DeriBegande * 
HoHancterand Mazappa, 
augmented by a generous supply 
of concerto and ballets. The 
festival ends with a rare 
performance of Prokofiev's 
Semyon Kotko on June 28. 

WILUAMSTOWN 

The most renowned theatre 
festival in New England opens on 
Wednesday and continues untH 
the end of August. This 
summer's repertory includes 
Thorton Wader's 77w 
Matchmaker, Tennessee 
WUfiams' The Glass Menagerie 
andTVnbertake Wertenbakert 
adaptation of Euripides’ Hecuba, 
with film star Olympia Dukakis in 
the title role. 
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If you are going to mark the 
225th anniversary of a n^H renal 
ballet it is a good idea to have 
the right theatres in which to 
enjoy these jollifications. The 
Swedes, happily, do. Last week, 
much of the festival to mark 
more than two centuries of the 
Royal Swedish Ballet took place 
in Stockholm's beautiful opera 
house. But there are also two rav- 
ishing court theatres - the deh- 
ctorn little Confidencen Theatre 
at Uhiksdal Castle (which dates 
from the 1750s) and the just- 
slightly-younger and better- 
known marvel at Drottningholm 
- and these are ideal locations 
for baroque opera and dance, 
which is where Swedish ballet 
has its roots. 

You sense the plausibility of 
what you see in dance recon- 
structions staged in these jewels 
from the intimacy of the theatre 
itself, with its spectral decora- 
tions of faded greens and soft 
greys and traces of gilding, and 
especially in the original *mn s till 
effective stage machinery. (A 
complete seme change at Drott- 
niugholm takes three seconds, 
and as if to prove the fact, a 
harlequinade showed off quite 
shamelessly with eight changes 
of location - town to country. 
Inside to outside - with almost 
soundless whisking of flats and 
wings Into instantaneous place). 

There can be the whiff of form- 
aldehyde about "reconstruc- 
tions", and a hint of the dead 
refusing to lie down. This was 
the case with one programme 
during the festival, hot the per- 
formances in these court theatres 
were done with such care and 
affection that time-travel seemed 
a possibility. At Confidencen I 
saw ballets from the 1780s - 
Regina Beck-FrUs’ re-creation of 
Pygmalion. . {with music by 
C.PJS. Bacb) and a scene from 
her staging of Opportunity makes 
the Thief, which brought peasant 
Jollification to a mixed bag of a 
score. I thought both of them 
credible, albeit the third piece in 
the programme, Mary Skeaping's 
view of an 1818 Return o[ Spring- 
time, was altogether too whimsi- 
cal 

Very enjoyable were two Harle- 
quinade stagings by Ivo Cramer . 
at Dr o t tni ngholm. Cramer, now 
in bis late 70s, is a distinguished 
choreographer who has done 
much to develop Sweden's bal- 
letic ideals. (His folk-lore version 
of The Prodigal Son is a superb 
work.) At Drottningholm, his 
Harlequin and the Robbers was 
spirited, and danced with tremen- 
dous verve by the ballet troupe, 
with a succeeding Harlequinade 
that was as merry as can be. 
Both restorations showed - and 
another programme in the week 
gave this showing a real signifi- 
cance - how a creative Intelli- 
gence is needed when reviving 
old ballets (of which no trace of 
the original survives) in order to 
breathe fire again into dead 
ashes. 

The most intriguing evening 
and, alas, one slightly suggestive. 





Danced with tremendous verves seem from Ivo Cramer's ‘Hariequh 1 , presented in the jew el -Eke 18th-century Drottningholm theatre 


DANCE THE ROYAL SWEDISH BALLET FESTIVAL 




Time-travel in the perfect setting 

Clement Crisp sees Baroque ballets restored and performed in -Stockholm's beautiful period court theatres ■ 


of a zombstecult, was a tribute to 
the Ballets Sufidois. This was ah 
enterprise, lasting bom 1900 to 
1925, in which the extremely rich 
Rolf de Mard sought to emulate 
and rival Diaghilev. De Mart was 
Swedish, but much taken by the 
Parisian art world. He assembled 
a fine company of dancers, used 
exceptional artists to provide 
scores and design, and placed 
this burden on the Inexperienced 
shoulders of Jean Boriin, a gifted 
young danseur in whom he was 
much Interested, and required 
Boriin to provide the choreogra- 
phy for a repertory of mare than 
20 ballets. (Boriin was to die, 
exhausted, In 1930 at the age 
of 37.) 

To mark this aspect of national 
ballet - though it was not con- 
nected with the Royal Swedish 
Ballet - four re-creations of Bal- 
lets Sufidois’ stagings were on 
view. Their original collaborators 
give some idea of de Mar&’s ambi- 
tions. Within the Quota had 
design by Gerald Murphy, a score 
by Cole Porter arranged by 
Charles Koechlin. Dervishes used 
Glazunov music, with design by 
Boriin and Georges Mouveau. 


Skatmg Rink had music by Hon- 
neger, design by Fernand Lfiger, 
and El Greco evoked the painter's 
world with music by Dfisirfi Ingel- 
brechL 

The first three have been resur- 
rected by Kenneth Archer and 
Mfflicent H orison who have, in 
recent years, researched and 
brought to the stage long-lost bal- 
lets by, among others, Nijinsky 
{Le Sucre du printemps; Tyl 


Very different was the staging 
of El Greco. This was produced 
by Ivo Cramfir in Expressionist 
style as a portrayal of El Greco’s 
world. The drama of a man who 
apostatises and is then redeemed 
was seen In movement as vivid 
as the narrative; its style was 
mimetic, bold, and suggested 
something of the real power of 
the Ballets Sufidois. And it was 
admirably danced. 


especially to Jan-Erik WikstrOm. 
Here is one of the outstanding 
dance-actors of our time (London 
saw him three years ago as a 
dashing Basiiio in Don Quixote.) 
Everything that the role needs - 
despairing passion, neurosis, vul- 
nerability and, ultimately, frenzy 
- is there in WikstrOm’s beauti- 
fully schooled and beautifully 
expressive dancing He is superb, 
and in Anna Valev he has a 


The most intriguing evening was a tribute to the Ballets $u6dois, 
an enterprise which sought to emulate and rival Diaghilev 


Eulenspiegel). For the three Bal- 
lets Sufidois pieces we are offered 
careful versions of the designs 
. (which were arguably the stron- 
gest element in the originals), 
fine scores restored to the orches- 
tra pit, and a sort of dock-work 
mouse activity for the dancers, 
lacking much evident purpose or 
value. It was agreeable to see the 
stage picture, but I did not feel 
that I knew much mare about the 
Ballets Sufidois than I had 
already gleaned from books and 
exhibitions. 


For similar power in balletic 
terms, there came a grand perfor- 
mance of Kenneth MacMillan's 
Mayer ling. 1 thought it looked 
better in Stockholm's Opera 
House than at Covent Garden. 
Housed on this smaller, propor- 
tionally much deeper, slightly 
raked stage, and mounted with 
imagination and scrupulous care, 
the tragedy engulfed us. 

That It did so is a tribute to the 
Swedish cast - who were all 
excellent in catching the nuances 
of MacMillan's dramatics - and 


superbly responsive Mary 
Vetsera. her dancing as sensually 
challenging as Lynn Seymour’s, 
her dramatic sense exactly 
attuned to Wikstr&m’s anguished 
passion. Tremendously good. 

Tremendously pretentious is 
all I can say about John Neu- 
meier’s Mahler's Third Sym- 
phony, which I saw on my final 
evening at the festival. Neumeier 
has, thus far, dealt with seven of 
Mahler's symphonies for his 
Hamburg Ballet, which Is, I sup- 
pose, some sort of statistic. 


For the third symphony we are 
treated to nearly two hours of 
activity that reveals that the 
Swedish male dancers are very 
fine (Goran SvaJberg sustains 
every choreographic indignity 
with sublime tact, beautHUI tech- 
nique, commanding presence), 
and that the women bear up won- 
derfully well under considerable 
provocation. 

Part Hitler Youth rally, part 
illustration of what can happen 
when the choreography runs out, 
and with MacMillan's Song, of the 
Earth casting a long Mahlerian 
shadow, this Third Symphony is 
like. being trapped in a railway 
carriage (and no corridor) 
by a maniac bore. However, fine 
the orchestral playing - and 
the Opera House orchestra is 
fine indeed * you know that this 
is Mahler Aversion Therapy of 
the most expensive and exhaus- 
tive kind. “No more Mahler for 
Me" is the message. And the 
reward. 

This festival owes everything 
to Frank Andersen, artistic direc- 
tor of the ballet To him, to his 
magnificent company, many con- 
gratulations. 


MUSIC 


Discreet 
charm of 
an old 
master 


The American violinist Aaron 
Rosand is 71, and “frequently ■ 
compared” - in America, 
presumably - to several past 
violinists with legendary names 
(unlike his), and made “a 
triumphant return to C-arnegie - 
Hall” last year. Some people 
in the US revere him as a 
virtuoso of the "old-fashioned” 
style. In the UK. scarcely anyone 
but dedicated aficionados of the 
violin have beard of him. But he 
is very much worth hearing, as 
he proved at the Wigmore Hall 
on Wednesday night. 

For the classical repertoire - 
he played Beethoven, Brahms 
and unaccompanied Bach on 
Wednesday - Rosand boasts a 
rare combination of virtues: 
well-seasoned maturity, 
and a cultivated, "old- 
fashioned” technique that 
seems to have lost nothing to the 
years. 

He is not a showy performer, 
but he observes niceties of 
violin-playing style that 
delight the ear because 
they are so infrequently 
honoured now d blame the 
Suzuki Method). 

StfiUL that might sound like 
antiquarian praise. Nothing in 
Rosand's playing sounds fusty, 
nor even self-consciously 
“period" - whatever that 
might mean: who can really 
know how Beethoven's violinists 
sounded? 

In fact he simply addresses 
himself to the music in hand; 
you are allowed to notice his 
technical brilliance only when 
the work calls for it, as in the 
dashing Joachim arrangements 
of some Brahms Hungarian 
Dances at the end of this 
recital 

Rosand played Beethoven’s G 
major Sonata from op. 30 with 
engaging wit, Brahms's Sonata 
in D minor with passion and 
eloquence. He made Bach's A 
minor Sonata sound easy 
(it is not), with a springy bow 
and a sovereign grasp of the 
sense. 

He has a faultless partner in 
Hugh Sung, who would count as 
the most self-effacing of 
accompanists if his refined 
musicians hip were not 
constantly evident. Neither of 
them makes a great deal of 
noise, but they make deeply 
satisfying music. 

David Murray 
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AMSTERDAM 

OPERA 

Netherlands Opera, Hot 
M Muzfefctheater 

* Teh 31-20-551 8911 

Siegfried: by Wagner. Nbw 
production conducted by Hartmut 
Haenchen in a staging by Rssre 
Audi; Jun 17 

BELFAST 

DANCE 

Grand Opera House 
Tefc 44-1232-241919 
The National Ballet Company of 

Latvia: The Sleeping Beauty. Wm . 
the orchestra of Latvian Nsta** 
Opera and Ballet: Jun 18, 17, IB, 
19, 20 

BERLIN 

CONCERTS 

KofKarthaus 

* Tel: 49-30-203090 

£ • Berlin Symphony Orehestra. 

conducted by Michael Sdwwandt 
In Messiaen's “TUrangaffla 
Symphony, Jun 15 
• Peter Dorwhoe: recital by fo® 
pianist erf works by Debussy, Ravel 


and Messiaen; Jun 17 
• Staatskapeile Berlin: conducted 
by Daniel Barenboim fo works by 
Schoenbeig, Bart6k and Brahms. 
WRh violin soloist Gkton Kramer, 
Jun 17, 18 

Phflharmonie 

Tel: 49-30-2548 8354 
Berlin Philharmonic Orchestra: 
conducted by Wolfgang Sawalfech 
in wort® by Haydn; Jun 15, 16, 17 

OPERA 

Deutsche Oper 

Teb 4930-3438441 
Werther. by Goethe. Concert 
performance conducted by Alain 
Gulngal; Jun 20 

BOLOGNA 

OPERA 

Teatro Comunate 
ret 39S1S29 999 " 

yinm.pettun*HtooftoBtmc^ 

Don Giovanni: by Mozart New 
production conducted by Daniels 
Gatti In a staging by Gianfranco de 
Bosfa. with designs by Pasquaie 
Grossh Jun 17, 18, 20 

BONN 

EXHIBITION 

Kunstrnuseurn 

Td: 49-228-776 2B0 
Parti Pile: more than 400 


Lagerfeld, lnchidlng portraits, 
architecture and landscapes; to 
JlH 26 

BRUSSELS 
OPERA 
La Monnfin* 


TeL 32-2-229 1211 

• Don Pasquaie: by Donizetti. 
New production conducted by 
Philippe Jordan in a staging by 
Francois de Carpentries on the 
Lunathealer stage; 

J urt 18 . 19 

• The Turn of the Screw, by 
Britten. New production conducted 
. by Antonio Pappano In a staging 
by Keith Warner, with designs by 
Stdphane Lazaridis. Cast tndudes 
Susan Chitaott and Anthony Rotfe 

Johnson; Jun 16, 17, 19 

LONDON 

CONCERTS 
Barbican Hall 
Teb 44-171-638 8891 
London Symphony Orchestra; 
conducted by Bernard Haitink in 
works by Mozart and Strauss; 

Jun 18 

Wigmore Has 

Tek 44-171-935 2141 
m Natalie Cleft recital by the 
cellist of works by Schumann, 
Shostakovich and Rakmaninov, 
Accompanied by Itamar Golan; 

Jun 1.8 

• Simon Keeniyside: recital by the 
baritone of works by Debussy, 
Strauss, Glazunov, Rachmaninov 
and Mahler. Accompanied by 
Ntelcotm Martlneetq Jun 20 

DANCE 

Barbican Theatre 

Tel: 44r171-638 8891 
The Royal Ballet: triple bill 
comprising Ninette de Valois' The 
Rake's Progress, Ashton's Birthday 
Offering, and a new work by 
Ashley Page; Jun 15, 16, 17, 18, 
19,20 


OPERA 

English National Opera, London 
CoBseum 

Teb 44-171-632 8300 

• Carmen: David Bitch and John 
La Bouchartfifire direct a revival of 
Jonathan Miller's production, 
conducted by Noel Davies. The 
title role is sung by Sally Burgess; 
Jun 17, 19 

• Doctor Ox's Experiment world 
premiere of a new opera by Gavin 
Bryans, with a libretto by Blake 
Morrison, after Jules Verne. The 
production is directed by Atom 
Egoyan, with sets by Michael 
Levine and costumes by Sandy 
Powell. Cast includes Bonaventura 
Bottone; Jim 15, 20 

• Manon: by Massenet New 
production by David McVicar, 
designed by Tanya McGaliin. Rosa 
Mannlon sings the title role and the 
conductor Is Michael Lloyd; Jun 18 

MARXIGNY 

EXHIBITION 

Fondation Pierre Glanadda 
vmw.g&a0da.ctiTfndex.htrnl 
Paul Gauguin retrospective; 
organised to mark the @9)161/8 
20th anniversary. More than 100 
works have been borrowed from 
public and private collections from 
around the world; to Nov 22 

MUNICH 

CONCERTS 
PhEBrarrnonie Gasteig 
Tel: 49-89*481 8181 
Munich Philharmonic Orchestra: 
conducted by Horst Stein in 
Pflfzneris "Von deutscher Seefe*. 
With soloists Doris Soffet, Luena 
DeVol. Thomas Moser and Alfred 


Muff; Jun 15, 16 
THEATRE 

Phffiiarmonia Gasteig 
Teb 49-89-5481 8181 
Das Europa Musical Theater: 
Beauty and the Beast, directed by 
Carln Pfontsk with choreography 
by La fi Gseazko; Cari-Orff-Saal; 
Jun 18 

NEW YORK 

EXHIBITION 
Guggenheim Museum 

Tat 1-212-423 3500 
iww.jswenhefrn.org 
Peggy Guggenheim; A Centennial 
Celebration. To mark the 100th 
anniversary of Peggy 
Guggenheim's birth, the museum 
has organised a display of 
paintings and sculptures from her 
collection, one of the most 
impressive of ail 20th century art 
cofl actions. The exhibition also 
features photographs, personal 
belongings, and selected pages 
from her visitors' books hi Venice; 
to Sop 2 

NOTTINGHAM 

CONCERTS 

Theatre Royal 

Teb 44-1 75-989 5555 

Opera North: Of Thee 1 Sing, by 

George Gershwin. Concert 

performance, with Rebecca Caine 

and Kim Criswell; Jun 20 

OPERA 
Theatre Royal 
Teb 44-115-989 5555 
• Opera North: Joan of Arc, by 
VerdL New production by Phlfip 
Prowse, conducted by Richard 


Fames with a cast headed by 
Susannah Glanville and Arthur 
Davies; Jun 17 

• Opera North: Eugene Onegin, 
by Tchaikovsky. New production 
by DaGa Ibolhauptaito, conducted 
by Steven SJoana. The cast is ted 
by Alwyn Mel lor and Peter 
Savidge: Jun 19 

PARIS 

EXHEBmONS 

Musfie d'Art Modeme de la VDte 
de Paris 

Teb 33-1-5367 4000 
La Collection du Centres Georges 
Pompidou: 200 works from the 
Musfie national d’art modeme, 
displayed here during .the period of 
the Pompidou Centre's renovation. 
The exhibition will consider the 
contribution of artists such as 
Matisse, Picasso and Kandinsky to 
the great art movements of this 
century; from Jun 15 to Sep 13 

OPERA 

Opfira National de Paris, Optra 
BastOe 

Tefc 33-1-4473 1300 
La Traviata: by Verdi. Production 
directed by Jonathan Miller and 
conducted by James Confon; Cast 
includes Ramon Vargas; Jun 19 

SAN FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Teb 1-415-B64 BOOO 
www^lsyrnphonyxirg 

• San Friantisco Symphony 
Orchestra: conducted by Michael 
TTson Thomas (n Mahler's 
Symphony No. 9; Jun 18 

• San Francisco Symphony 


Orchestra; conducted by Michael ' 
TUson Thomas in works by 
Bernstein and Mahler. With mezzo 
soprano Susan Graham and the 
San Francisco Symphony Chorus; 
Jun 19 


VIENNA 

CONCERTS 
Musflcvorein 
Teb 43-1-5058 6810 j 

London Symphony Orchestra: 4 
conducted by Bernard Haitink in ; 


works by Mozart and Strauss; 
Jun 20 


TV AND RADIO ! 

• WORLD SERVICE | 

BBC World Service radio for i 
Europe can be received in wester^ 
Europe on medium wave 648 kHZ| 
(453m) J 


EUROPEAN CABLE AND 
SATELLITE BUSTNESS TV 

• CNN international 

Monday to Friday, GMT: 


l 


1 
1 
i 

l 

WL30: Moneytine with Lou Dobbs j 
13J30; Business Asia i 

19.30: Wodd Business Today } 

22Mt Workt Business Today \ 

Update . 

• Business/Markat Reports: ! 
05:07; 06.-07; 07:07; 0820; 09-.20; 
10:20; 1120; 11:32; 1220; i32o' : ! 
1430. 1 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


A shock to the culture 



0 : 


G 


oldman Sachs, 
the Wall Street 
investment bank- 
ing partnership, 
is dead. But is it a case of 
long live Goldman, the finan- 
cial services conglomerate? 
The decision, expected to be 
announced today, to take the 
company public, abandoning 
nearly 130 years of partner- 
ship, raises the question of 
how the firm may change 
strategically and culturally. 

The logic for a stock mar- 
ket offering is that it will 
give the firm a currency - 
its own stock - with which 
to make acquisitions. 

The financial services 
industry has been consoli- 
dating rapidly. Although 
Goldman remains a domi- 
nant force in investment 
banking, mergers such as 
that between Salomon Bros 
and Travelers Group's Smith 
Barney have given rivals a 
new vigour. For many at 
Goldman, the desire to go 
public is motivated by a fear 
of being left behind. “There 
is no reason for them to do 
this unless they are going to 
make a big acquisition." 
says one analyst. 

What mi gh t Goldman buy? 
In the past few years it has 
bought asset management 
companies, including Cin 
Management, the British 
coal employees' pension 
fund, and Liberty Invest- 
ment Management, the Tam- 
pa-based money manager. 
But in asset manag ement it 
lags behind rivals Morgan 
Stanley Dean Witter and 
Merrill Lynch. 

However. Michael Upper, 
who runs Upper Analytical, 
a financial services com- 
pany, argues: "if all they 
were going to do is acquire 
asset managers, l think they 
could have devised other 
{options besides flotation]." 
For example, if Goldman had 
been willing to borrow the 
money, it could have 
afforded the UK's Mercury 
Asset Management, bought 
recently by Merrill Lynch for 
£3.1bn ($5bn;. 

The other obvious pur- 
chase for Goldman is a US 
retail brokerage. Both the 
mergers of Morgan Stanley 
and Dean Witter, and Salo- 
mon and Smith Barney, rep- 
resented a marriage of 
investment banking with a 
retail network to distribute 
the financial products origi- 
nated by the bankers. 


Tracy Corrigan explains why Goldman 
Sachs decided to become a public company 
and describes the changes this will bring 

Top 5 global merger aid acquisition advisers 

Year la U3W 
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Goldman Sachs 

489.88 
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Mon* lynefi 

29390 
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115 

Saomon Smtfi Barmy 

231.30 

20.1 

73 

Morgan Stanley Dean Witter 
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Croft Suisse Fret Boston 
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87 

Top 5 US debt managers 
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Men* Lynch 

118.49 

17.4 

079 

Morgan Stanley Dean Wtaer 

Qfi.15 

14.1 

885 

Goldman Sachs 

8848 

13.1 

637 

Salomon Smith Baney 

86.49 

ii7 

538 

Credit Suisse First Boston 

£094 

70 
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When you cash in and get out 


However hard Goldman Sachs 
works to keep Its partners' 
allegiance alter flotation, some 
will cash in and get out This 
was the experience of both 
Salomon Bros and Morgan 
Stanley, which became pubflc 
companies in 1961 and 1986 
respectively. 

Geoffrey Elliot, a former 
Morgan Stanley partner, retired 
at 50 with his share of the 
proceeds and moved to 
Bermuda, where he has 
dabbled in journalism aid 
written a hook about his father's 
espionage experiences in the 
second world war. He also sits 
on various boards such as the 
J.P. Morgan Public Library In 
New York, where he has a 
second home. 

“1 do what I like," says Mr 
Elliot happily, adding that he 
had always wanted to retire 


early and pursue other interests. 

Others have changed 
direction entirely. Richard 
Shreve, another Morgan Stanley 
partner, went to divinity school 
and is now dean of Dartmouth 
College, the ivy League college 
in Hanover, New Hampshire. 

For those still tempted by 
Mammon, there may be other 
business opportunities to 
pursue. Michael Bloomberg was 
fired by Salomon shortly after it 
sold itself to PhBipp Brothers In 
1961, but the sum of more than 
$ 1 Dm he took with him after 
cashing in his partnership was 
enough to start up a market 
data software company. This 
evolved into Bloomberg 
Business News, the financial 
Information company, which is 
now chasing after the business 
of successful groups such as 
Reuters and Dow Jones. 


Goldman, however, has 
consistently argued it does 
not need or want retail dis- 
tribution. If it has had a 
change of heart, Paine Web- 
ber, the largest publicly 
quoted independent broker- 
age, is one possible target; 
and Edward Jones, the bro- 
kerage based in St Louis, 
Missouri, has a long relation- 
ship with Goldman. 

Mr Upper believes Gold- 
man may look at an insur- 
ance company, describing 
insurance and Investment 
banking link-ups as the 


“new model" that is likely to 
replace investment h anking / 
brokerage unions. “It's a 
way to distribute investment 
products," he says, without 
taking on a vast retail bro- 
kerage network. 

Goldman could even con- 
sider buying a bank, which 
is not officially allowed 
under US regulatory rules - 
although the planned merger 
of Travelers' Group and Citi- 
corp shows these rules are 
no longer cast in stone. 

Even if Goldman does not 
make a big acquisition, the 


strong, cohesive culture of 
the firm may change. “It's 
not the partnership that 
keeps people." says one part- 
ner. “It’s the culture that 
keeps people. Is the culture 
dependent on the partner- 
ship? That's something that 
people argue about a lot" 

Goldman has one of the 
highest staff retention rates 
on Wall Street. This is partly 
because Goldman bankers 

are seen as an elite. As a 
public company, "do they 
still get the pick of the litter 
of new people?” asks Mr Up- 
per. People "may make more 
money, but they'll be the 
same as [other rich bankers 
at] Merrill Lynch and Mor- 
gan Stanley". 

Some believe the firm was 
outgrowing the partnership 
structure. One observer says 
that, for the size of the firm 
(11,000 full-time staff), there 
should be 500 partners, not 
190 - hut adds that the nec- 
essary level of trust and 
commitment could not sur- 
vive among such a large 
group of people. 

The more traditional cor- 
porate hierarchy of a public 
company is also Likely to 
change the management 
style. of the firm, which has 
traditionally been consen- 
su aL For example, than was 
no formal vote at this week- 
end's partnership meeting. 

Nevertheless, most believe 
that much of the company's 
culture, which has already 
survived rapid expansion 
and growth, will persist - 
unless it Is acquired by a 
larger company. 

Goldman has been 
approached by bidders such 
as Chase Manhattan, the US 
commercial bank, in the past 
and turned them away. But 
even though Goldman will 
initially float only a portion 
of the company, public own- 
ership may make the firm a 
takeover target, some ana- 
lysts argue. Some suggest 
this may be part of the 
thinking. "They get a public 
valuation and then sen it at 
a bigger price and for stock," 
says one observer. 

Others argue the strength 
of Goldman's culture is such 
that any acquisition of the 
firm would, in practice, be a 
reverse takeover. One head 
of a rival firm said his night- 
mare would be for Chase to 
buy Goldman, and then for 
Goldman to run the busi- 
ness. 


Financial Times Seminar 

Exploring IT For 
Business Benefit 



SEMINAR: 

IT and EMU 
July 1 , 1998 


What impact will European and Monetary Union have upon business ITin the UK? 

Recent figures released by IT consultancy Gartner Group, estimate the cost of preparing 
the IT systems of European businesses to deal with European economic and monetary 
union to be as much as £150bn. 

For business with customers, suppliers and subsidiaries in Europe, EMU will have a 
major impact on your organisation. Although the UK does not plan to join EMU in the first 
wave it is crucial to consider what actions should be taken now. This seminar will provide 
a forum for outlining the realities of EMU and its implications on business practice and 
technology. 

Chaired by Paul Taylor, Financial Times IT Correspondent guest speakers combine 
perspectives from Government, the financial sector and commercial enterprise. 

Speakers include: 

Alan Donnelly MEP, the Socialist Group Spokesman on Economic and Monetary Union. 

He has a particular interest in this subject having been Labour spokesman on European 
Parliament Economic and Monetary Affairs and Industrial Policy (1991-94). 

Stephen Brannan, a member of the Executive Group of the Royal Bank of Scotland and 
Group EMU Programme Manager. As head of Service Improvement within the Operations 
Division, Mr Brannan has responsibility for managing the Group's EMU taskforce. 

Neale Chlnery is Head of UK Retail IT for the Thomas Cook Group Ltd. His role covers 
responsibility for planning the IT solutions for the Group. Thomas Cook's have been 
reviewing the implications of EMU for over 12 months and are well on the way to 
preparing for the first impacts on 1st January 1999, 

Commencing with breakfast at 08.00am and running for approximately 2 hours from 
09.00am, this seminar will be held at Financial Times, One Southwark Bridge, London 
SEL9HL 

Cost: £50. 


To reserve your place at this event, please contact: 

Sarah Jezzard on either 

Tel: (44) (0)171873 
4816 Fax: (44) (0)171 
873 3595 
or email: 


Microsoft 

FINANCIAL TIMES 


No FT, no comment. 




LETTERS TO THE EDITOR 
Joint move on crime must intensify 


From Mr Benjamin 
A Gilman and Mrs Charlotte 
Cedersckidld MEP. 

Sir. Not long ago, the offi- 
cial car of the chief of police 
of Berlin was stolen in broad 
daylight from a busy street 
comer. His vehicle resur- 
faced later near Moscow, and 
the odometer indicated that 
it had been flown to Russia 
by the thieves, possibly 
using Russian military air- 
craft. The boldness of this 
crime illustrates the increas- 
ingly threatening phenome- 
non of the elements of 
organised crime. In Russia, 
organised crime may be the 
fastest growing “industry", 
with 70 per cent, of Russian 
businesses reporting that 
they pay protection money 
to criminal cartels. 

In response to this threat 
the US has established 


cooperation between US and 
eastern European law 
enforcement officials. In the 
European Union, the mem- 
ber states are developing 
their co-operation against 
organised crime within the 
Europe] and the Schengen 
agreements. But still further 
steps should be taken to 
strengthen the links between 
European and US policemen. 

A good opportunity to 
provide the clear political 
will for transatlantic co- 
operation in a global context 
and establish a common 
position and a defence for a 
more efficient and restrictive 
policy an drugs and controls 
ova precursor chemicals 
took place at the United 
Nations special session on 
drugs on June 8. 

If the co-operation is not 
intensified, organised crime 


cartels will make off with 
mare than a Mercedes from 
a German police chief. With- 
out co-ordinated and more 
co-operative measures for a 
global approach against 
organised crime, the crime 
cartels will make off with 
the very reforms and the 
democracy we all hoped for 
with the collapse of commu- 
nism and the fall of the 

Berlin Wall. 

RPTijamin A- Gilman, 
member of the US Congress, 
chairman of House Commit- 
tee on inter n a t i on al 
relations, 

Charlotte Cedersciuflld, 
member of the European 
parliament 

the parliament’s rapporteur 
on organised crime, 
from: Rue Wiertz, 

B-1047 Brussels, Belgium 


Sanctions must aid if Russia to receive aid 


From MrA.V. OzoUsfs. 

Sir, In your leader “Help- 
ing Russia” (June 9) one 
point Is not considered at alL 
Does Russia deserve help if 
in order to pursue its 
long-term political ai m s of 
making Latvia subservient 
to dictates from Moscow, it 
is introducing various eco- 
nomic sanctions against Lat- 


via? And. if help is given, 
should it not be conditional 
on all sanctions being 
removed? 

In the short term, these 
sanctions are having their 
most devastating effect on 
Russians in Latvia whose 
human rights Russia pur- 
ports to protect These Rus- 
sian entrepreneurs have set 


up trade and transport links 
with Russia that are benefi- 
cial to them, themselves, 
Latvia and Russia. 

A.V. OzolipS, 

riiMhuum, 

Latvian National Council in 
Great Britain, 

72 Qneensborougb Terrace, 
London Wl 3SH, UK 


Devastating 
way to get 
bad news 

From Mr Jeremy D. Skinner. 

Sir, I was pleased to note 
from Lucy Kella way’s article 
on how to give bad news 
(“No easy way to Are 
Gazza’’, June 8) that my per- 
sonnel manager got one 
thing right when he gave me 
the news that I was redun- 
dant from the position os 
lecturer that I had held at 
East Yorkshire College for 
li years - he chose a Mon- 
day! 

Unfortunately, he did not 
(a) call me into his room, (b) 
tell me anything at all 
clearly, (c) give me any 
opportunity for any reaction. 
What he in fact did was to 
drop the letter an a pile of 
papers next to me while I 
was talking to a colleague, 
mumble incoherently, and 
then disappear. At least 
Gazsa didn't receive this 
treatment. 

Have any other readers 
received such devastating 
news delivered in such a flip- 
pant, uncaring manner? 

Jeremy O. Skinner, 

65 St Columba Road. 
Bridlington, 

East Yorkshire Y016 5QY, 

UK 


Dire consequences of imposing limitations on genetic engineering 


From Mr Mark Cantley. 

Sir, What a wet leader Is 
your “Manipulating the 
genetic debate" (June 9). 
with its vague plea for yet 
another international 
bureaucracy to assess gene 
technology and its supposed 
impacts. The precision, pro- 
ductivity and environmental 
friendliness of modern bio- 
technology are our best hope 
of keeping 8bn humans in 
improved health and nutri- 
tion, while reversing envi- 
ronmental degradation. 

Rachel Carson pleaded 
(Silent Spring, 1962) for such 
biological solutions, based 
on understanding of the liv- 


ing organisms they seek to 
control . . . Specialists repre- 
senting various areas of the 
vast field of biology are con- 
tributing - entomologists, 
pathologists, geneticists, 
physiologists, ecologists - all 
pouring their knowledge and 
their creative inspirations 
into the formation of a new 
science of biotic controls. " 

The fact that same Euro- 
pean non-governmental 
organisations have goofed, 
opposing biotech, would 
matter little; but as the 
International Food Policy 
Research Institute stated in 
a recent OECD conference, 
"... public pressure in west- 


ern Europe is likely to move 
governments to introduce 
legislation that will con- 
strain or prohibit full utilisa- 
tion of the opportunities 
offered by genetic engineer- 
ing. . .Should such legisla- 
tion spread within western 
Europe and to the rest of the 
world, including the develop- 
ing countries, the conse- 
quences for food security 
and nutrition could be 
severe.” 

The OECD Council in 1986 
noted "that there is no scien- 
tific basis fear specific legisla- 
tion to regulate the use of 
recombinant DNA organ- 
isms’*; and Montesquieu 


observed: “If tt is not neces- 
sary to make a law, it is nec- 
essary not to make a law." 
But in some regions, we now 
have ad hoc bureaucracies 
with a built-in incentive to 
justify their own existence; 
and if regulation is not nec- 
essary to protect the public 
from biotechnology, they 
will argue that it is neces- 
sary to protect biotechnol- 
ogy from the public. While 
the FT (and the Prince of 
Wales) cheer them on. 

Mark Cantley, 

131 roe Verbist 
B-1O30 Brussels, 

Brussels 


Number One Southwark Bridge, London SE1 9HL 

Wa are keen id encourage letters from restore woridMda Lattsre may bo farad to +44 171 -073 SB38 feet tax to VnoT- amair 
WKra.edhv0ft£om PuWnfwd tetters m abo notable on B» FT web ago, nttp^A^wJT.com Tranetstan may bo arafebta tar 
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ECONOMICS NOTEBOOK ROBERT CHOTE 


I t is more than a year 
since James Wolfen- 
sohn first warned 
finance and develop- 
ment ministers that the 
World Bank was facing a 
dangerous drop in its 
income. Last week the presi- 
dent of the development 
organisation finally dis- 
cussed with his board what 
he intends to do about it 
The Issue is fraught with 
political sensitivity. It high- 
lights the conflicting inter- 
ests of the three principal 
groups within the bank's 
membership: the rich indus- 
trial nations that provide 
much of its capital, the 
middle-income countries 
that barrow from it on near- 
market terms, and the poor- 
est nations that rely on more 
heavily subsidised loans. 

The problem is simply 
stated. The bank's income is 
in long-term decline at the 
same tima that demands on 
it are rising. A recent inter- 
nal review concluded that 
the bank's finances exhib- 
ited “structural weaknesses 
which, if not remedied in a 
timely fashion, are likely to 
adversely affect the financial 
integrity of the institution 
and eventually to Impair its 
capacity to deliver on its 
development mandate". 

Last year the World Bank 
earned $7J2bn in interest on 
its loan portfolio and SS34m 
from investments. After 
Interest payments, transfers 
to a pension reserve, admin- 
istrative expenses and con- 
tributions to special pro- 
grammes. this left net 
Income of $1.173bn. Net 
income is projected at Slbn 
in the current fiscal year 
and $700m in 1999, before 
rebounding temporarily to 
$Libn. It should then drop 
again to Jlbn In 2001. 

Several factors explain the 
declining trend in net 
income, including the expiry 
of lucrative fixed rate loans 
and low world interest rates 
that reduce the return on 
the bank's equity. The short- 
term volatility of net income 
is explained in part by the 
costs of the bank's internal 
restructuring and. also the 
adoption of single currency 
loans by some borrowers. 

On top of the structural 
problem, the bank faces a 
short-term cash squeeze 
because of the Asian finan- 
cial crisis. An expected 
SSObn in extra loan disburse- 
ments during the fiscal years 
of 1998 and 1999 could mean 
setting aside $400m a year in 
extra loan loss provisions. 
Meanwhile, the demands 
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on the bank’s net Income 
have Increased from SSTOm 
in fiscal year 1995 to more 
than *l.5bn three years later. 
In the coming fiscal year the 
bank intended to put $TO0m 
into reserves, pay $360m to 
its soft-loan arm for poor 
countries, contribute $2S0m 
to poor country debt relief 
and leave $2 00m for other 
projects. In the past, these 
other projects have included 
help for Bosnia and Gaza, 
plus a grant to its invest- 
ment guarantee arm. 

As the graphic Illustrates, 
this combination of declin- 
ing income and growing 
demands adds up to a 
mounting “net income gap". 

At the heart of the World 
Bank's structural income 
problem is the fact that Us 
standard lending is no lon- 
ger profitable at the mar gin 
In 1992 the Interest spread 
an the bank's loans covered 
130 per cent of the associated 
administrative and loan loss 
provisioning expenses. This 
has already dropped to 50 
per cent and will reach 40 
per cent by fiscal year 2002. 

"The fact that loan spread 
income covers a declining 
share of costs also implies 
that there is a growing level 
of subsidy to the borrowing 
members of the bank," the 
management told the board. 
“If no action is taken now, 
the subsidy would continue 


to grow and the potential far 
using net Income for other 
purposes would decline." 

At Thursday's board meet- 
ing Mr Wolfensohn proposed 
that the bank should 
increase the cost of loans 
issued after the end of this 
month by 30 basis points to 
80 basis points above the 
bank's funding cost In addi- 
tion a l per cent front end 
fee would be charged, with 
the existing 0.75 per cent 
commitment fee retained. 

Mr Wolfensohn believes 
this would achieve an ade- 
quate net income and return 
on equity over the long 
term. But as the stock of 
loans to which the new pric- 
ing structure applies will 
take time to build, other 
money-raising wheezes will 
be needed in the short terra. 

So in fiscal years 1999 and 
2000 Mr Wolfensohn has also 
proposed eliminatin g the 25 
basis-point Interest rate 
waiver the World Bank 
offere to borrowers that ser- 
vice their debts on time. 
This will raise $450m over 
the two years. 

In a clever piece of finan- 
cial engineering, Mr Wolfen- 
sohn has also proposed 
deferring cash payments to 
the bank’s soft loan arm (the 
International Development 
Association) and to the 
bank s t rust fund for poor 
country debt relief. This 


would reduce temporarily 
the amount the bank needs 
to keep In its reserves, 
although the richer nations 
would have to make bilateral 
contributions to these pro- 
jects a bit earlier. 

This package would boost 
net income directly and pro- 
vide additional “free" fonds 
to the bank. This would keep 
its reserves-to-loans ratio a 
shade below 14 per cent in 
the middle of its 13-15 per 
cent target band. 

Looking to the longer 
term, Mr Wolfensohn also 
wants the board to change 
the way in which net income 
is allocated. This would 
force the bank to create a 
*350m surplus balance at the 
be ginnin g of each fiscal 
year, before any consider- 
ation is given to gr anting an 
Interest rate waiver. 

Not surprisingly, these 
proposals did not meet with 
universal approval at Thurs- 
day's meeting, especially 
among middle-income bor- 
rowers. A group of lfl board 
members pointedly agreed 
“to work towards a more bal- 
anced solution than the one 
proposed". 

The group argued that the 
underlying problem was one 
of growing demands, not the 
subsidy to borrowers. It rec- 
ommended that - with the 
exception of post-conflict 
assistance, African capacity 
build ing and soft-loans and 
debt relief for poor countries 
- extra demands on income 
should be postponed. 

The group also argued for 
proper “burden sharing" 
among the bank's member- 
ship for the use of its 
resources. Loan pricing 
should also be set to cover 
reasonable administrative 
costs rather than to target a 
specific level oT net income. 

The borrowing countries 
also urged the bank to pare 
its ad mi nistrative costs, for 
which the management see 
little scope. Some also 
argued that shareholders 
should pay in more capital, 
which the wealthier coun- 
tries are likely to reject 

Finance and development 
ministers have given the 
ooard until next month to 
ras olve the income problem. 
With more than 30 par cent 
of the votes on the board 
between them, the “group of 
10" has to be won over. 

Despite the conflicting 
interests of the World Bank’s 
power blocs, there is a will 
to reach agreement But Mr 
wolfensohn is in for some 
tough haggling to get it 
Robert Ctofe@fT.com 
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Putting a stop 
to impunity 




Although the “new world order" 
has not lived up to expectations, 
many kinds of international 
action impossible during the cold 
war era have become possible in 
the 1990s. Some have also become 
more necessary. 

The prosecution of war crimi- 
nals falls into both categories. 
The precedent of Nuremberg and 
Tokyo was not followed during 
the . cold war, when war crime 
accusations became routine pro- 
paganda weapons and some 
dared to hope that the extreme 
honors of the second world war 
would not be repeated. 

Such hopes were shown to be 
vain by the Cambodian “kUlliig 
fields” in the 1970s. But the archi- 
tect of that crime, protected by 
cold war alliances, died recently 
in his bed. 

In this decade, by contrast, tri- 
bunals have been set up to try 
the mass murderers of former 
Yugoslavia and Rwanda. But this 
has been a temporary, ad hoc 
response to an enduring and 
omnipresent danger. A perma- 
nent International criminal court 
is clearly needed, and in Rome 
today a conference opens with 
the task of setting one up. 

It win not be easy. Four long 
sessions of the preparatory com- 
mittee have left many issues 
unresolved - the most conten- 
tious being the extent of the 
court's jurisdiction and the mech- 
anisms for triggering its action. 

Everyone accepts that the 


court should have jurisdiction. 
only over "the most serious 
crimes” and only where states 
are unable or unwilling to exer- 
cise their national jurisdiction. 
But there is no agreement on 
how to decide whether a state is 
exercising its jurisdiction satis- 
factorily or not. 

Some proposals would allow a 
state to block the prosecution of 
its own nationals. This would 
make the most powerful crimi- 
nals judge and jury in their own 
cases. Others would require an 
affirmative vote of the United 
Nations security council before 
the court could concern itself 
with any conflict an the council’s 
agenda, thereby giving each per- 
manent member of the security 
council a veto. 

The conference may well be 
tempted to accept such proposals 
to get a treaty that the largest 
number of states wjDS sign and 
ratify. 

This would be a mistake. Rati- 
fication will inevitably be slow, 
and the current majority in the 
US Senate is unlikely to ratify 
any treaty in the near future. 
Last year’s treaty banning land- 
mines showed that it is possible 
for the international community 


to move ahead on such issues 
even when the US lags behind. 
The important thing is to have a 
court with eno u g h independence 
and authority to ensure that no 
war criminal anywhere can be 
sure of acting with impunity. 


Old news 


It is the demographic time bomb. 
The combination of lower birth 
rates and higher life expectancy 
means the population in the. 
industrialised world is ageing. 
The Organisation tor Economic 
Co-operation and Development 
estimates that by 2050, there 
could be almost six retirees tor' 
every 10 pe ople' in the labour 
force in the OECD area. This will 
place a huge burden on public 
finances - andhving standards. 

Governments across the indus- 
trialised world, having realised 
the scale of the problem, are try- 
ing to work out how to contain 
the cost to future generations. 
The OECD's latest Economic Out- 
look report suggests that govern- 
ments need to consider how the 
tax and benefit system affects 
people's decisions on when to 
retire. If people retire a tow years 
later, the bomb will be . at least 
partly defused. 

The OECD looks at financial 
incentives to continue working 
for people over 55. In some coun- 
tries, these, are surprisingly low, 
either because further work adds 
little value to the final pension, 
or because some form of benefit 
cpn be cl aimed on dropping out 
of the workforce. For example, 
the report finds that in almost 
half the OECD countries, "a 55- 
year-old male worker could 
expect no or an insignificant 
increase in his pension by work- 
ing for 10 additional years". . 

The benefits system also plays 


a role. In several countries, a 
relaxation in eligibility require- 
ments has meant that older 
workers who drop ont of the 
workforce can draw disability or 
unemployment benefits, so reduc- 
ing the need to work- 

Raising the minimum retire- 
ment age, as some countries are 
starting to do, could be part of 
the answer- Moving from deflned- 
benefits to defined-contribution 
pensions schemes would also 
increase the incentive to stay in 
work and build a . bigger pen si on- 
But: the OECD report makes it 
clear that changing incentives 
significantly could take more rad- 
ical reform than many govern- 
ments are considering. 

Some might object that increas- 
ing participation 'of the eMedy 
would make it harder for young 
people to get jobs. Yet the will- 
ingness of oilder people to work 
should itself create jobs, provided 
obstacles to employment are 
removed. Ah increased prefer- 
ence far leisure could also be one 
reason why people retire earlier, 
although government policies are 
a more important cause. 

People are healthy tor far lon- 
ger than anybody envisaged 
when current pension arrange- 
ments were designed. Back- 
breaking toil is also largely a 
thing of the past. Most people In 
their 50s and 60s do not have to 
be a burden cm the' young. Poli- 
cies . should be designed ' to 
encourage them not to be so. ~ 


A punctured image 


As the Cardiff summit opens, Lionel Barber explains how the concept of Europe has changed 
as national governments have become more suspicious about ‘Brussels’ 


Private but public 


f % 


Public/private partnership - the 
banner under which Gordon 
Brown, the UK chancellor, is re- 
labelling growing quantities of 
rev pifri spending - has a fine rhe- 
torical ring to it ' 

After the Conservative ideology 
rtf privati satio n and old Labour's 
dogmatic adherence to public sec- 
tor ownership, it smacks nicely 
of the “third way" that Tony 
Blair, the prime minister, seeks. 

But there are worrying signs 
that FPPs are tocxeasingjy prov- 
ing both a political and financial 
fudge. Within' the definition sits 
the private finance initiative. 
Originally intended as a way of 
providing additional capital 
spending without the cost 
appearing on the public sector 
borrowing requirement, PFI ta 
practice has proved more a sub- 
stitute for public spending than 
an addition to it 

- The critical issue in getting the 

capital spending off the govern- 
ment's books is .that real risk is 
transferred to the private sector. 
If things go wrong it is the pri- 
vate sector, not a 
guarantee, that toots the tall, m 
many FFI projects that is dearly 
happening, although the 
Accounting Standards Boards 
doubts about this are, 
report today, likely to lead to 
some tightening of the 
In others, however, it IS not. 
The Channel Tunnel Rail Link 

involves a government guaranty 
that is offset by a potential share 
of profits - if there ever are any 
- but which dearly still leaves 


risk with the public sector. 

The plans for partial privatisa- 
tion erf the London Underground 
equally look set to leave the gov- 
ernment with, a potential liability 
If ti cket revenues do not cover 
the contracts with the infrastroo- 
tnre companies, And the latest 
proposal to sell off 51 pear cent of 
the National Air Traffic Services 
while retaining a golden share Is 
an equally uncomfortable 
arrangement that, like the Lon- 
don ' Underground decision, 
smacks more of politics - Labour 
wishing to rfaim it Is not privat- 
ising something when in feet it is 
- than dear thinking or financ e. 
■. a can be. argued either 
way tor air traffic control and 
London Underground remai n i n g 
in the public sector or moving to 
private ownership - in the latter 
■ case with a subsidy for service if 
need be. The present plana , 
though, are an unhappy compro- 
mise that look like leaving the 
extent of the public liability 

unclear. ..... ..... 

" As the government extends 
these “partnerships” to the Royal 
Mint mid the Tote, and as it 
studies ways to give the Post 
Office and British Nuclear Fuels 
greater commercial freedoms, It 
will have to make dear that the 
businesses financed that way are 
capable of going broke without 
recourse to the public purse. Oth- 
erwise. pubtic/prtvate Partner- 
ship will In cr easingly look like 
an attempt to fiddle the books, 
rather than a new and better way 
to secure capital investment 


T he European Union 
summit, which opens In 
Cardiff, Wales, today, 
looks primarily like ah 
exercise In stage management for 
Tony Blair. UK prime minister 
and host There are no earth- 
shaking decisions to be takas, no 
pressing internal crises to 
resolve. The one eye-catching 
event is a guest appearance 
tomorrow by Nelson Mandela, 
South Africa’s president 
Yet Cardiff takes place in a 
context radically different from 
that of the past five years. Eco- 
nomic recovery is accelerating in 
Europe. Unemployment though 
still more than twice the rate in 
the US. is falling. And economic 
and monetary union is leas than 
six months away for the ll 
founder members. 

In political terms, Europe is 
altering the “post-Kohl" era. The 
German chancellor could still 
win an improbable victory in 
September's general election, but 
his days in office are numbered. 
The departure of Europe’s pre- 
mier power broker will leave a 
vacuum at the heart of (he EU. 

Uncertainty is reinforced by 
the BIT'S prospective enlargement 
Into central and eastern Europe. 
Membership negotiations with 
five candidates plus Cyprus are 
under way. Even if the informal 
target date far entry of MOWS 
looks optimistic, the admission of 
relatively poorer former Soviet 
bloc members will change the 
Union beyond recognition, forc- 
ing contentious decisions on the 
EU budget, regional aid and the 
Common Agricultural Policy. 

Moreover, at the very moment 
when the EU is expanding its 
writ into more and more areas of 
public policy - the environment, 
immigration, the fight against 
drugs and organised crime, mon- 
etary policy and even taxation - 
national governments have 
become more suspicious about 
“Brussels" and more tempted to 
claw back the powers that they 
have reltaqtdshed. 

This Is the backdrop to last 
week's joint letter from Helmut 
Kohl and Jacques Chirac, French 
president,, caiting for a serious 
high-level debate in Cardiff on 
the future Of Europe. How can 
EU leaders regain a measure of 
control over the process of Inte- 
gration, thereby strengthening 
the democratic legitimacy of the 
Union? What is the best division 
of power between -European, 
national and regional authori- 
ties? How can the EUs rickety 
Institutions be overhauled to 
make them more efficient and 
accountable? 

For Mr Blair, there is a one- 
word answer; reform. If every- 
thing goes according to sfcript, 
the summit will offer a ringing 
.endorsement of economic and 
political reform as the precondi- 
tions fur the success of Emu and 
eastern enlargement. 

The economic reform message 
has a ring to those who 

have spent any time in Blairita 
Britain. Flexible labour markets, 
and less regulation and bureau- 
cracy from Brussels; a sound 
macro-economic policy - these 
are the forces that will create a 
competitive single market lower 
product prices, and a feeling 
among Europe's 370m citizens 
that the Uhiofr is prosperous and 
relevant says Mr Blair. 

Unlike Margaret Thatcher and 
John Maior, his Conservative pre- 
decessors, the Labour prime min- 
ister eschews the confrontational 
approach. He Is not offering a 
competing vision to his continen- 
tal partners. Instead, he is prac- 







rising the same tactic that he has 
pursued so successfully at home; 
staking out the middle ground 
and rallying the widest possible 
constituency around it 

His slogan is the "third way" 
between statist intervention and 
unbridled free market economics. 
No matter that Mr Chirac coined 
the phrase first Mr Blair insists 
that the rest of Europe is speak- 
ing his language, and the fact 
that he recently delivered his 
message in French before a 
favourable National Assembly in 
Paris suggests be is more than 
half-right. 

The Maastricht-led drive to 
meet the entry criteria for Emu 
has given a tremendous fillip to 
economic reform, particularly In 
southern Europe where Italy, 
Spain and Portugal have per- 
formed minor miracles. In 
France, the Sodahst-lsd govern--., 
ment is proceeding more by 
stealth, bat the UK argument 
that structural changes in the 
welfare state and labour markets 
are necessary to make Emu work 
is resonating. 

The British are also pushing at 
an open door regarding the need 
for less Brussels-led regulation. 
In spite of lingering concern 
about new social policy directives 
and the latest Commission draft 
on withholding tax on foreign 
savings, the Good of EU legisla- 
tion accompanying the single 
market has slowed to a trickle. 
Today. Brussels is using peer 
pressure and voluntary codes of 
conduct to encourage minimum 
standards of compliance. 

The collective assessment of 
national employment pro- 
grammes that EU leaders will 
undertake today underlines the 
trend toward “soft law". Instead 
erf mandatory targets, EU govern- 
ments are following guidelines of 
best practice in training and 
vocational education in order to 
meet targets far reducing youth 
and long-term unemployment. 
“The Commission is ffamgtng Its 


role into a co-ordinator and 
exchanger of Information." says 
one Brussels official, “we do not 
always know best.” 

The humbler tone in Brussels 
these days reflects the second 
summit issue: political reform. 
Though vague in prescription, 
the Chirac-Kohl letter high- 
lighted the mistrust in Paris and 
Bonn about centralised decision- 
making in Brussels and the 
power of the Commission. 

Mr Kohl has attacked Karel 
van Miert, competition commis- 
sioner, for daring to question the 
Klrch-Bertelsmann multimedia 
affiance and for refusing to back 
off sensitive state aid cases in 
Germany. Mr Chirac wants to cut 
the under-employed 20-strong 
Commission to seven or eight 
full-time appointees. “That way 
you can keep three people from 


The Chirac-Kohl 
letter highlighted 
the mistrust about 
decision-making 
in Brussels 


creating mischief," says one 
French officiaL 

The immediate purpose of the 
Franco-German initiative is to 
restore confidence in the Paris- 
Boon axis that was badly shaken 
by the row over the appointment 
of Wira Dufsenberg to bead the 
European Central Bank. 

But other factors are at work, 
too. Mr Kohl has set great store 
by the principle of “subsidiarity", 
whereby power is either con- 
sciously handed over to the EU 
or devolved to the lowest appro- 
priate level. German diplomats 
say he has struck a bargain with 
Euro-sceptic Land (state) prime 
ministers, notably In conserva- 
tive Bavaria: that they will drop 


their opposition to the euro in 
return for the Bonn government 
boosting the regions' power at 
the expense of Brussels. 

One German diplomat says the 
chancellor is taking risks by 
attacking core EU responsibilities 
such as competition policy, but 
adds that everything will “return 
to normal" after the September 
general election. 

Maybe. The German-led 
demand for a clearer definition of 
national and EU-wide responsibil- 
ities is gaining ground. “The 
transfer of national powers to 
Brussels creates a gap in demo- 
cratic legitimacy which cannot 
be filled by giving more powers 
to the European Parliament,” 
says one senior UK minister. “We 
have to find a way of involving 
national governments and 
national parliaments." 

Three difficulties arise. First, 
the inclusion of national parlia- 
ments could make the arcane 
process of EU lawmaking even 
more opaque Second, the smaller 
countries are distinctly nervous 
about big power assaults on the 
authority of the Commission, 
their traditional protector. Third, 
the history of the past 13 years - 
from the Single European Act to 
the 1997 treaty of Amsterdam - 
has been a steady increase in EU- 
wide jurisdiction culminating in 
the creation of the supranational 
European Central Bank. 

If Mr Blair has his way, EU 
leaders will endorse his call for 
political reform with the creation 
of a high-level group of prime 
ministerial representatives. The 
group could report sometime 
next year. The first item of busi- 
ness would be a short conference 
to wrap up the unfinished busi- 
ness of Amsterdam: a reduction 
in the size of the Commission, a 
reweighting of voting power 
between the small and large 
countries; and a modest exten- 
sion of majority voting In the 
Council of Ministers, all of which 
are necessary before the EU can 


enlarge eastwards. The question, 
still unanswered, is whether the 
reform agenda could stretch 
wider into foreign policy and 
security and a more open selec- 
tion process for the Commission 
president 

All this is for the future. The 
immediate challenge for Mr Blair 
is to achieve tangible progress on 
the internal policy squabbles that 
could still delay eastern enlarge- 
ment No one expects a break- 
through in talks on the share-out 
of regional funds or reform of the 
CAP. But Mr Blair faces a diffi- 
cult debate over the EU budget 
where Mr Kohl's demands for a 
reduction in Germany’s contribu- 
tions are running full-tilt into 
Spain’s insistence that it protects 
its rights to “cohesion" funds for 
poorer countries. 

Germany argues that Spain as 
a future Emu member should 
wean itself off Brussels hand- 
outs. Spain argues that Germany 
is playing pauper to force the 
south to pay for the admission of 
Germany's hinterland into the 
Union. In the past, Mr Kohl dug 
into his pocket and paid out; now 
he is too weak to play paymaster, 
says one veteran EU diplomat. 

Providing the north-south con- 
sensus on enlargement does not 
fracture and the message of eco- 
nomic and political reform wins 
support, Mr Blair can proclaim 
Cardiff a success. He will have 
shown that the British - for from 
being bossed around by Brussels, 
the French and the Germans - 
can make their voice heard. 

What happens after the end of 

the British presidency on June 30 
is another matter. If the UK - 
outside the Emu project - is seen . 
to have less sway over the . 
Union's trajectory, there is a risk 
that British opinion could again 
swing in a hostile direction. 

And that would make it harder 
to eventually win a referendum 
on Emu - which Mr Blair knows 
is vital to fiilfilling his dream of a 
leading role in Europe. 


OBSERVER 


Prickly time 
for Thornton 


John Thornton isn't accustomed to 
finishing on the toeing side. But the 
Goldman Sachs deal-maker, seen 
by many Insiders as the coming 

man within the firm, made no 
secret of his opposition to plans 
tor a float. With Goldman now 
headfcig for the public martlets, you 
have to wonder whether the 
hartWriving 44-year-old wiH, after 
needy two decades as part of the 
golden brotherhood, search for 
glory elsewhere. 

It’s certainly going to be tough 
for Thornton to maintain his status 
as her apparent to chief executive 
Jon Gratae when he's publicly 
opposed the biggest move in 
Goldman's 129-year history. 

Thornton, created with 
introducing Wen Street savvy to 
the European corporate finance 
scene, certainty wouldn’t be short 
of offers. The man who sits on the 
board of Ford is also a trusted 
»}viser to European companies 
ranging from Imperial Chemical 
Industries to Unilever and head of 
Goldman's Asian expansion since 
last year, his Fiottadex woedd be 
worth Its weight tit mandates to 
rival investment tiaras. 

But the man with Harvard, 

Oxford and Yale on his rasurnd has 
always maintained that Ms 
ambitions stretch beyond mere 
avarice. A Democrat who as a 
youngster partnered Teddy 
Kennedy at tennis, Thornton would 
love one day to follow Goldman 


Sachs alumnus Robert Rubin, US 
Treasury secretary, into high office. 
Though ff he really wants a career 
in public service, the man 
nicknamed “the Rottweiler* inside 
the bank might have to leam to 
control his bark. 


Maple leaf rag 


Canadians may be as dun at times 
as a wet Wednesday In Winnipeg, 
but they don’t Rke being reminded 
of the fact So when British 
physicist Laurence Godfrey posted 
a message on the internet saying 
that Canada was a boring country, 
some mapta leaf-kwere took 
offence. Michael Dotenga, a native 
of Victoria but then studying at 
Cornell, responded by posting a 
few words of his own about the 
London-based academic. 

And there It would have ended, 
except that Godfrey has got 
equally strong opinions about Ebef 
and the Internet He claims 
Dotenga's remarks were 
de fama t o ry and is prepared to go 
to Britain's High Court to prove his 
point. He also blames Gomel! for 
allowing the remarks to be posted 
in the first place. 

The case raises Oddish 
questions about which nation's 
libel laws should apply and 
whether providers of internet 
access are responsible for 
statements made over their 
system. But Godfrey, who knows 
nearly as much about legal 
process as he does about Newton 
and neutrons, isn't a man to tangle 
with; live years ago he launched 


the UK's first internet libel case 
and ©artier this year won an 
out-of-court settlement from an 
Australian internet service provider. 
Novo* a dull moment 


Swiss role 


UBS boss Mathis Cabiallavetta 
should be on top of the world. Last 
week the US authorities cleared 
away the final obstacle to L/BS’s 
acquisition of Swiss Bank 
Corporation. In a fortnight's time 
he wfli take over as chairman of 
the biggest bank In Europe. 

The chairman of UBS has always 
been an important figure in 
Switzerland. Even Robert Studer, 
UBS’s last accident-prone 
chairman, collected an impressive 
string of outside directorships 
ranging from Nestte to Swissair 
and BASF. Cabiallavetta should be 
able to take his pick of pkxn jobs, 
and at the age of 53 has plenty of 
time to put his stamp on one of 
the world’s top half dozen banks. 

Yet there are persistent rumours 
that Cabiallavetta, a UBS veteran, 
may not lasts year. The 
disgruntled UBS old guard haven't 
forgiven him for sacrificing the best 
jobs In the enlarged bank to SBC. 
even though UBS contributed 
twice as much equity capital. 

His second mistake in the eyes 
of critics was overseeing too rapid 
growth of the group's controversial 
derivatives side. UBS has 
repeatedly denied that h made 
massive tosses In this area. But 
DirkSchQtz, a Swiss journalist who 
has rushed out a book on the fail 


of UBS, believes UBS’s own 
worries about its ability to control 
the derivatives business led it to 
give up its independence without 
more of a fight 
The Bank of England and the 

Swiss Banking Commission are 
investigating UBS's derivatives 
losses. Their verdict may help 
decide Gabiallavetta's long-term 
future. If CabfaUavetta was forced 
to step down, UBS could do a lot 
worse than turn to Novartis 
ch air ma n Alex Krauer, 67, who is 
one of three deputy UBS chairmen. 
He oversaw the successful merger 
of OBA'and Sendee: - and has the 
political skills that have been 
lacking In recent UBS chairmen. 


Open goal 


Sweden may not have made it to 
the World Cup finals in Franca, but 
the residents of Stockholm and 
Sundsvslf SOU seem to be taking 
the soccer-fast seriously. Social 
security officiate have been puzzled 
for most of this year about the 
dearth of men taking their statutory 
one-morrtfvperchild paternity 
leave, known as the "Daddy 
month” since its inception a few 
years ago. 

But they needn't have worried. 
Just as Sweden’s reputation for 
sexual equafity looked under 
threat, Swedish. males appear to 
have re-discovered their urge to 
Stay at home changing nappies. 
Benefit offices have been deluged 
with applications for Daddy months 
running from June 10 to the middle 
of July. What a beautiful game. 
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100 years ago 


Hard Rght At Guantanamo 
Camp of Marines, Outer 

Harbour of Guantanamo, Noon, 
Monday. Hitherto the American 
Marines have tad the best of 
the fighting, but now the 
situation has become grave, as 
they are exhausted with 
repelling the attacks of the 
Spaniards. Were it not tor the 
protecting guns of the fleet, the 
small American force would 
soon be annihilated by the 
Spaniards, who are in 
overwhelming numbers. The 
toast movement in camp is the 
signal for Instant target practice 
by Spanish sharpshooters, 
whose rifles carry further than 
those erf toe Americans, 
although the markmanshlp is 
bad. 


50 years ago 


Plan For Western Germany 
The Six-Power agreement on 
Germany has been given a bad 
reception. Political parties both 
to toe Right and Left maintain 
that it Is quite unsatisfactory and 
does not contribute to German 
unity. The agreement makes 
three points quite clear. There 
will be a Federal Government for 
Western Germany; there wifi be 
international control of toe Ruhr 
with eventual German 
participation on it; and there wffl 
be some territorial adjustments 
on Germany’s Western frontiers. 
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Sachs of Gold 


Goldman Sachs is Wall Street's foreign 
country. They do things differently there. 
The momentous decision to abandon the 
partnership structure has apparently been 
taken, but without a formal vote. BuOdmg 
consensus may be time-consuming, but 
avoids the damage to morale that a close 
vote could infli ct. The thorny issue is how 
Goldman will share the spoils Cram, flota- 
tion in a way that keeps non-partners on 
board. The signs are that the trickle down 
will extend far down the ranks. The 
smaller sums will never equal the part- 
nership jackpot, but might just be enough 
to prevent defections, which In turn 
should ensure a better valuation for Gold- 
man. 

Further out, the question Is whether 
Goldman plans to expand using its stock 
as acquisition currency. It has been cau- 
tious In the past, possibly because it was 
partners* own money at stake. This has 
not held it back: Goldman is a market 
leader in its mergers and acquisitions, 
underwriting and trading businesses. 

Asset management could be beefed up 
through acquisition. But Goldman is 
already catching up rivals with organic 
growth there. Alternatively, it could snap 
up a retail brokerage network, but has 
little need to do so. Firepower held in 
reserve would be more worrying to rivals. 
Meanwhile, mere mortals will ponder 
whether they should still hold shares in 
financial services, when the best brains 
on Wall Street are conducting an orderly 
if partial sale of their own stakes. 

Japan’s economy 

Desperate situations call for desperate 
measures. Hence the current vogue idea 
for remedying Japan’s economic ills: to 
actively court inflation. Proponents - 
including Paul Erugman, the US econo- 
mist, and Kazuo Ueda, a member of the 
Bank of Japan's policy board - argue that 
this apparently irresponsible coarse of 
action is needed to get the economy mov- 
ing again. 

The thesis is that Japan is in a classic 
Keynesian “liquidity trap": interest rates 
have already been cut to nearly zero, with 
little effect on economic output But the 
traditional Keynesian remedy - the gov- 
ernment's series of fiscal packages - does 
not seem to be doing much either. Of 
course, that may be because the govern- 
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meat's actions have been too little, too 
late. But it may also be because every 
time the state increases its deficit. Japan’s 
rapidly ageing population gets more wor- 
ried about how its pensions win be funded 
and reacts by cutting consumption 
increasing saving. In that case, even more 
vigorous action on the fiscal front would 
not work. A spot of inflation, however, on 
this theory, would do the trick. Nominal 
interest rates cannot be cot below zero, 
but real interest rates can. Indeed, If 
prices were expected to rise rather than 
fall, real interest rates would be negative. 
With money so cheap in real terms, com- 
panies would step up their investment 
and consumers would start spending 
again. 

The argument is beguiling but hot quite 
as neat as it seems. 

First, it is not clear that the BoJ can 
Just snap its fingers and create inflation. 
It is. after all, already pumping masses of 
money into the system with no effect For 
economic behaviour to change, people 
have to believe that inflat ion is on its 
way. Second, if the BoJ did manage to 
boost inflation, it might get a much larger 
dose than it bargained for. Third, the 
prospect of inflation might indeed Chang e 
economic behaviour - but not In a benefi- 
cial way. Rather than spending their rash, 
Japanese consumers might react by tak- 
ing K offshore where they could enjoy 
positive rather than negative real interest 
rates. The yen’s slide could then turn into 
free fall. While that might improve Japa- 
nese industry’s competitiveness, it would 
also further undermine its neighbours’ 


fragile economies and stoke trade ten- 
sions with the US. 

AH in all. the risks of actively courting 
Inflation look too big. And it Is not as if it 
has been conclusively shown that fiscal 
action is doomed to failure. Japan is in a 
bad situation, but not that desperate - 
yet 

Corporate citizenship 

What is a company's good name worth? 
It may not be possible to pot a number an 
it. But thin touch is clear: when, as Phil 
Knight, Nike chairman recently admit- 
ted. your products are synonymous with 
“slave wages, forced’ overtime and arbi- 
trary abuse”, you have a problem. Nike, of 
course. Is only the latest in a long line of 
muitinatinnaiB to have bad a bruising 
encounter with nongovernmental organi- 
sations. What is noteworthy, th/m gh , is 
the increasingly constructive relation- 
ships between multinationals and NGOs. 
British Petroleum recently held a meeting 
with 40 NGOs, including Amnesty Inter- 
national, while Rio Unto has a former 
head of Friends of the Earth working for 
it 

This is common sense; responsible com- 
panies and NGOs have a great deal in 
common. In the old days companies may 
have been able to get away with the 
decide| announce/ defend approach. But in 
a media-saturated society, with vocal 
interest groups, that is no longer possible. 
Once a company acquires an image, it can 
be devilishly bard to discard, even if it la 
a gross caricature. Anyway, it is not as if 
many of these companies do not have a 
respectable case to make. They da But 
they have failed to get the message 
across. 

For companies, of course, the risk of 
this sort of rapprochement is that it gives 
favoured NGOs greater bargaining power, 
which may rebound on the companies. 
But this is a risk worth taking. The NGOs. 
after all, face a similar risk. Closer ties 
with them should help companies shape 
policy and operations in a way less likely 
to cause offence. 
That will mpftti Sewer debilitating public 
relations skirmishes. NGOs, meanwhile, 
can take comfort that their involvement 
should help maximise the development 
benefits of the investments that compa- 
nies make. 
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Europe today 

North-west Europe wW have 
further periods of heavy rain or 
showers. Denmark. Norway and 
Sweden wiB be mostly dry with 
some sunshine, but Finland and 
the SaWc states wta have heavy 
rain and thunder. Western Russia 
and Ukraine w# have severe 
thunder sto rms, followed by 
cooler air from the west Central 
Europe will also be unsettled and 
showery, but It wBI be drier 
across the Balkans. Most ot the 
Mediterranean wiD be hot and 
sunny, apart from a few 
thunderstorms over the 
mountains. 

Rva-day forecast 
There will be sunshine and 
higher temperatures in France. 
Germany and most ot north-west 
Europe. The Iberian peninsula 
wat stay hot and sunny. South- 
east Europe wi6 have scattered 
showers and thunderstorms. 
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Hong Kong calls on Japan to 
put brakes on sliding yen 



By GiSaq Tea In Tokyo au) 
Join ffltkflng In Kong Kong 


Japan must take urgent action to 
halt the recent slide in the yen. 
Tung Chee-Hwa, Hong Song’s chief 
executive, said yesterday. 

His appeal reflects growing alarm 
among world leaders that the slump 
to Japan's currency could trigger 
devaluations across Asia under- 
wring the world economy. Tlie yen 
fell to Y144.T5 against the dollar on 
Friday in New York trading, its low- 
est level since August 1990. 

Investors and analysts fear Japa- 
nese markets could face further tur- 
moil this week as a result of recent 
weak economic data. 

Speaking in Sydney. Mr Tung raid' 
“Japan must do more to help stabi- 
lise the region . . . There needs to be 
a degree of urgency in stabilising the 
yen." 

He said the Hong Kong and Chi- 
nese currencies must be maintained 
as anchors of currency stability in 
Asia. 

Mr Tung’s plea came as Hong 
Kong's financial markets were 
braced for a rise in Interbank inter- - 
est rates and gloomy statistics on 


unemployment this week with the 

territory’s economy and currency 
under pressure from the falling yen. 

The yen’s latest drop was trig- 
gered partly by toe release of figures 
chi Friday showing that Japan is offi- 
cially to a recession for the first time 
since the oil shock of 1974. 

Gross domestic product to the first 
quarter of 1998 was 5.3 per cent 
Iowa fhan the same period a year 
before, considerably worse than ana- 
lysts tod. forecast 

The impact of the data on Japa- 
nese equity and bond prices will 
become clear only today, since 
the GDP figures were released after 
Tokyo markets closed last 
week. 

John Llewellyn, global chief econ- 
omist of Lehman Brothers, said: 
“Investors can see no clear bottom 
to the yen’s descent ... It is time to 

TmH»n file hatches. " 

Japanese bond prices have also 
been farting while last week the Nik- 
kei 225, the main stock market indi- 
cator, fell below 15.000 for the first 
time in five months. 

This simultaneous decline to bond, 
currency and equity prices, or "tri- 
ple sell", is unu s ual in Japan and 


has raised concerns that investors 
may shun all forms of Japanese 
assets if the yen falls farther. . 

Some Asian leaders and western 

economists hope this threat will 
prompt the Group of Seven leading 
industrialised countries to support 
the yen. 

Fred Bergs tea a US economist and 
former US presidential adviser, said 
yesterday: *T think what is required 
is a new initiative by the G7...to 
co-operate to reverse the decline of 
the yen.” 

However, the US has refused to 
support the yen. instead caffiog on 
Japan to take faster action to tackle 
its financial sector problems. Last 
week, for example. Robert Rubin. US 
Treasury secretary, said interven- 
tion -would only be a temporary 
tool". 

This stance is triggering causing 
growing anger among some Japa- 
nese leaders. Taku Yamasaki, policy 
chief of the ruling Liberal Demo- 
cratic party, said yesterday: "Rubin’s 
comments caused the yen to depred- 
ate . . . We need to strongly protest" 

Brace four rate rise, Page 5 
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GOVERNMENT HOLDING TO FALL BELOW 5 1% FOR THE F I RST TI ME 

Italian Treasury announces 
plan to sell off lbn Eni shares 


H 


By James B8b in Rome 


The Italian Treasury announced 
details of its plan to sell off a fourth 
tranche of stores in Rni, the oil and 
gas conglomerate, saying that 
Ll2,000hn ($6.75fan) of stock will go 
on sale to a retail and institutional 
offer over the next two weeks. 

In one of the largest offos to be 
carried out in Europe this year, the 
Treasury is to sell lbn shares to Eni 
12J5 per cent of the company’s over- 
all share capitaL 

This will take the government's 
holding to well below si per cent far 
the first time. 

Italian and foreign institutions are 
to be offered an indicative tranche of 
250m shares with the remaining 
750m earmarked for Italian retail 
investors. 

Of the shares being sold to institu- 
tions. about 65m will be earmarked 
far the US, 55m for the UK, between 
8Sm and 90m for Italy and between 


40m and 45m fair the rest of the 
world. 

1ml and Credit Suisse First Boston, 
the global coordinators, have been 
granted an over-allotment option of 
up to 97.5m stores that they can 
exercise if they wish. 

Meanwhile, Italian ritfapns buying 
the shares will be eligible for a spe- 
cial offer at the end of 12 months, 
under which they will get one bonus 
share for every 10 that they already 
hold. 

The entire offer, including the 
exercise of the over-allotment option 
and the disbursement of bonus 
shares, would bring the Treasury’s 
holding in Eni down to 35 per cent 

Unlike previous share offers, the 
sale to Italian retail investors does 
not include a discount to the share 
price. 

But officials close to the Treasury 
said yesterday that falling returns 
on Italian bonds and the current 2 
per cent dividend yield on Eni 


shares meant that the bonus pack- 
age was attractive enough. 

"Some 70 per cent of people who 
bought Eni shares 11 months ago are 
still holding on to them." said a fig- 
ure close to the Treasury. 

"That is a far higher level of reten- 
tion thnn you see in other sell-offs," 
he added. 

The Treasury was today putting 
on an international roadshow, which 
coincides with the start of the book- 
building period for institutional 
investors. 

On Saturday, the marimnin price 
of the Italian retail offer will be 
announced and tbe Italian share 
offer will open the following Mon- 
day. 

Tbe institutional and retail offer 
closes on Friday. June 26- 

The Treasury is expected to 
announce its offer price for Eni 
shares the following day. 
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Gleacher claims highest per 
employee profits on Wall St 
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Gleacher NatWest a specialist mergers and 
acquisitions firm owned by National Westminster 
Bank, te the most profitable Wall street firm per 
employee, according to its own analysis. The firm 
says It achieved earnings per employee - pre-tax 
and pre-bonus payments - of more than Si 1 m in 
the past 12 months. Page 20 

Czech stocks fall on election fears 

The Prague stock 
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exchange has sunk 
lower over the past six 
waste as investors pon- 
dered this week's gen- 
eral election. Analysts 
say the nightmare sce- 
nario for investors is a 
coalition between the 
Social Democrats, Pen- 
sioners and Commu- 
nists, but almost as wor- 
rying is a continuation of 
the weak minority governments that have ruled 
since 1996. Emerging markets, Page 23 

GKOs threaten financial stability 

The creation of an effective Treasury bill (GKO) 
market was among the finest achievements of 
Russian reform. But now Russia's over-burdened, 
short-term government debt market threatens 
, financial stability. If foreign investors were to wfth- 
* draw their funds, the rouble would almost certainly 
be devalued. Government bonds, Page 22 
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IIS investors to favour bond market 

Doubts are growing over the hoped-for bounce in 
US corporate profits this year end so the Treasury 
market may remain a more benign place for inves- 
tors than the stock market this week. Page 24 



Venezuelan aluminium sell-off hit 

Venezuela's privatisation authority attempted to 
bolster confidence that the sale of the country’s 
aluminium operations would go ahead soon in 
spite of the withdrawal from the bidding of 
Aluminum Company of America and Alcan, the 
world's two biggest producers. Page 21 
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London looks to earnings data 

Average earnings data for March, to be released 
on Wednesday, will be the main focus for London 
markets this week, it was the February numbers 
that were blamed for the Bank of England's 
increase in interest rates this month. Page 24 
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Suitors eye Brazilian banks 

The acquisition of Banco Garantia, Brazil's premier 
investment bank, by Credit Suisse First Boston, 
the Swfss-American investment bank, has trans- 
formed the Industry In Brazil With Garantia gone, 
attention is turning to the remaining Brazilian 
investment banks and many observers say more 
takeovers are Inevitable; Market movers. Rage 2f 


German figures may signal rate rise 

German money supply figures are not the market 
movets they were, but this week's data may help 
in assessing whether, the Bundesbank wUI-raise 
Interest rates before the year's end. The data are 
expected to show a sflgfrt slowing Tn the annual- 
ised growth rate to 4.6 per cant 'm May. Page 27 
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GREENSPAN TO TESTIFY 
Alan Greenspan, the US Federal Reserve 
chairman, and Janet Yellen, chair of the Council of 
Economic Advisers, are among those testifying 
tomorrow before the senate Judiciary Committee 
In Washington on “mergers and corporate 
consolidation In the new economy". 

CARD8FF REPORT 

Tony Blair, the UK prime minister, wfll report to the 
European Parliament in Strasbourg on Thursday 
on foe European Union summit In Cardiff. 
Agricultural policy reform wffl also be discussed. 

MARKING 50 YEARS 

Germany begins the 50th anniversary celebrations 
for foe D-Mark on Friday with a ceremony In Bonn 
marking its lasting stability and contribution to foe 
country’s post-war economic miracle. 
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AMP listing set to boost market 

High hopes as base price announcement values Australian financial services group at $11 bn 


By Gwen Robfosoa to Sydney 


Today's A$17bn ($21bn) listing 
in Sydney of shares in AMP, 
Australia’s leading insurance 
and fin ancial services group, 
could provide a badly needed 
fiUJp after the stock, market’s 
recent battering and the 
Australian dollar's plunge to 
12-year lows. 

Yesterday AMP announced a 
A$16 base price far its L074bn 
shares, valuing the group at 
A$17.18bn. George Trumbull, 
AMP chief executive, said the 
base price was a “great result" 
for all AMP shareholders, not- 
ing it was at the top end of the 


A$12.50-$16 share range esti- 
mated in AMP’s May prospec- 
tus. "Worldwide institutions 
have expressed confidence in 
the future of AMP Ltd," he 
said yesterday, after institu- 
tional bids for 145m shares 
closed on Friday. 

The listing, which will rank 
AMP among Australia's top 10 

listed twvpanipw , COITJCS ami d 

erosion of Sydney’s share mar- 
ket value, which took the All 
Ordinaries index to 2,571.7 on 
Friday, more than 10 per cent 
off the year's peak in April of 
2,881.4. Bnt analysts predict 
AMP, which will eventually 
account lor about 4 per cent cS 


the benchmark fnrfex, wfll per- 
form well from the outset and 
probably go to AH 842ft 

With about half the group’s 
earnings derived from UK 
operations, AMP will be seen 
as a safe haven from ongoing 
currency concerns and other 
market volatility. The group 
has about A$l50bn in funds 
under managsnent. 

The market’s recent fall has 
also allayed Initial concerns 
about “over-exuberance" in 
the pursuit of AMP shares, 
which earlier led the Austra- 
lian Stock Exchange to agree 
to phase the stock into the 
market's index measures over 


six months. However, analysts 
noted AMP’s base price was 
below what many institutions 
were thought to have bid in 
last week's book-building pro- 
cess and well down from 
expectations prior to the stock 
market's sharp decline. Some 
fund managers had predicted 
AMP’s base price would top 
A$20 a share before the 
dollar's plunge and concerns 
about rising interest rates 
damped investor sentiment 
Foreign investors had shown 
stronger than expected inter 
est in the group's listing, 
prompting AMP to Issue new 
capital of 3 per cent to make a 


total 13.5 per cent available to 
institutions. The group said 
yesterday institutional 
demand had been “strong and 
geographically well spread". 

AMP's shares will list on the 
Australian Stock Exchange at 
midday and a final price will 
be set next Monday for shares 
available to institutional inves- 
tors and AMP shareholders 
from a special facility. This 
final price will be made up of 
the base price plus half of any 
increase in tbe on-market 
share price in the first week of 
trading. It will be limited to no 
more than 20 per cent above 
tbe base price. 


Caterpillar plans 
to triple generator 
equipment sales 


By Peter Marsh 


Caterpillar, tbe US company 
best known far its excavators, 
plans to triple Its sales of 
power generating equipment 
partly by closer integration of 
tbe US and German parts of its 
business. 

The Illinois-based company 
Is looking to boost its activities 
in diesel-powered generating 
equipment, particularly in 
Asia and South America. It 
will do this partly by linking 
MxK Motoren, its German sub- 
sidiary. with the rest of its 
mainly US-based engine prod- 
ucts division. 

Caterpillar, with £L&5bn of 
gaipg last year, is the world’s, 
biggest maker of earthmovtog 
machines and also of large 
diesel-powered generator sets, 
some of which can also be 
powered by gas. Generating 


equipment accounts for nearly 
one-third of the company's rev- 
enues from engine products, 
which came to $4.Sbn last year. 

Big generator sets, often pro- 
viding enough power for com- 
plete factories or villages, 
often snpply electricity in 
developing countries where 
grid-based systems are inade- 
quate. 

Caterpillar wants to boost its 
generator 6ales three-fold by 
tbe middle of next decade, as 
part of its overall plan to reach 
f30hn of annual sales by then. 

Although tbe company con- 
cedes generator sales in east 
Asia may be affected in the 
next 18 months by the region’s 
economic problems, it Is confi- 
dent of significant growth 
after 2000. 

"We have seen some impact, 
but in the longer term the 
need for extra power in the 



Ring of confidence: Gerald Sh ah ee n . looking to boost sales In Aria and South America 


Ashley Ashwood 


region will provide us with 
good opportunities,” said Ger- 
ald Shaheen, head of Caterpil- 
lar's engine products division. 

Caterpillar bought MaK In 
December 1996 as part of a 
$2bn programme of acquisi- 
tions. This included the $L8bn 
takeover last December of UK- 
based Perkins, formerly part of 
LucasVarity, the US-UK auto- 
motive group. 


The US company has not 
revealed how much it paid for 
Kiel-based MaK. formerly 
owned by the Krupp steel 
group- It is thought to have 
annual sales of just over 
DM500m ($280m). 

Mr Shaheen said sales out- 
side Europe and North Amer- 
ica, now 60 par cent of Cater- 
pillar's generator revenues, 
would fall to 50 per cent by 


around 2008, with Asia respon- 
sible for a large part of the 
expansion. 

As part of Caterpillar's 
growth plans, it also intends to 
use some technologies from 
Perkins - which mainly makes 
small engines for applications 
outside power generation, and 
will be run as a separate com- 
pany inside Caterpillar - in 
new product developments. 


Telecom Italia managing director steps down 


By James Bib in Roms 




Telecom Italia, the recently 
privatised telecommunications 
company, is in the throes of a 
public boardroom dash after 
the sudden resignation of one 
of its top figures on tbe eve of 
its annual general meeting. 

In the third big management 
change since the company was 
privatised last September. Vito 
Gamberale announced be was 
quitting as managing director 
of operations after three 
n >owtha in the job. 


Mr Gamberale blamed Gian 
Mario. Rossignolo, Telecom 
Italia's new chairman, for his 
decision to quit, saying he 
could not do his job without 
“an adequate level of power" 
and while the top leadership 
was still showing “hostility” 
towards him . 

Mr Gamberale said he would 
go baric to running Telecom 
Italia Mobile, the group's 
highly successful mobile 
phone subsidiary which he ran 
before the start of the year. 

The head-on clash with Mr 


Rossignolo is certain to domi- 
nate what was already bong 
billed as a highly charged 
annual meeting in Turin 
tomorrow. 

The argument exposes the 
difficulty Telecom Italia faces 
in the transition from state- 
owned monopoly to public 
company during rapid change 
in the Italian telecommunica- 
tions market Tbe Italian gov- 
ernment, which holds 5 per 
cent of the company's capital, 
is certain to play an important 
role in resolving tbe dispute. 


Although Mr Gamberale has 
exposed uncertainty within 
the organisation over Mr Ros- 
signolo's management style, 
there were signs yesterday 
that his attack an the chair- 
man was unlikely to bear fruit 
"This is not tbe kind oS thing 
you do an. the eve of an annual 
general meeting” said a senior 
government figure. “The com- 
pany certainly needs a strong 
chief executive, that is becom- 
ing clear. But it is unlikely to 
be Vito Gamberale." 

This view was echoed by 


Gianni Agnelli, whose Flat 
empire has a 0.6 per cent stake 
in Telecom Italia. “Telecom 
Italia needs a very capable 
chief executive," be said. 

Mr Rossignolo, who recently 
signed a global alliance with 
Gable and Wireless of tbe UK. 
has made big changes to Tele- 
com Italia's strategy, some of 
which have caused anguish 
among shareholders and staff. 
Mr Gamberale is known to 
have been infuriated by the 
C&W deal, believing it was of 
little value to the Italians. 


Lazio first 
region to 
issue bond 


m euros 


By Edward Lace 


Italy’s Lazio became the first 
region or municipality to issue 
a bond denominated In the 
future European single 
currency at the weekend. 

The E250m (S280m) offering 
follows a pick-up in tbe num- 
ber of bonds issued in euros In 
the past few weeks. With a 30- 
year maturity, it was also tbe 
longest-dated bond issued in 
the future single currency. 

“Investors have woken up to 
the euro," said one bond offi- 
cial. "There is no point in tap- 
ping the other currencies any 
more because domestic inves- 
tors are no longer interested.” 

Investment bankers attri- 
bute the increased activity in 
curo-denominatod issues to 
last month's successful fixing 
of bilateral conversion rales 
between the 11 members or 
monetary union. 

"Setting the conversion rates 
removed a lot of the uncer- 
tainty’ on the euro which had 
been holding back investors 
and borrowers alike in the 
bond market," said David 
Ovenden. head of syndicate at 
Paribas. 

The Lazio offering follows a 
spate of euro-denominated 
issues by leading European 
banks and companies, includ- 
ing Lafarge, the French-based 
construction company. Banco 
Centra Hispano, Spain's third- 
iargest bank, and Olivetti, tbe 
Italian group. 

Other borrowers, including 
South Africa and Hessen, the 
German region, have 
announced plans to come to 
the market soon. At the same 
time, issuance in Europe's 
residual currencies, notably 
the Dutch guilder, the French 
franc and tbe Italian lira, has 
shrivelled in tbe past few 
weeks to near-zero. 

Leading investors, such as 
pension and insurance hinds, 
are also more comfortable with 
bonds issued in the euro 
because they do not have to be 
redenominated after January 
1999 as do those denominated 
in departing currencies. That 
could lead to confusion and 
perhaps even losses as num- 
bers are rounded down or up. 

An official at Lazio, which 
offered investors a spread or 31 
basis points (0.31 percentage 
points) over the yield curve in 
euros, said the region was able 
to access a much wider audi- 
ence of investors through the 
euro. The bond, which was 
lead managed by SBC Warburg 
Dillon Read, was twice sub- 
scribed. 
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Risk premium paradox 


Is a higher risk premium 
creeping back into the US 
stock market? 

Last week's bounce in bonds 
and slide in equity prices 
seemed to point to something 
of the sort. The virtues of 
equity ownership paled a little 
as Asia took its latest stumble 
and the high hopes for US 
corporate profits were scaled 
back a notch- For the 
historically minded, this might 
suggest the start of a 
long-overdue reinstatement of 
normality. 

The equity risk premium - 
the degree to which the 

Implied yield on equities 

exceeds tbe yield on 
government bonds - has 
shrunk to only around 2 per 
cent, from around 10 per cent 
in tbe 1980s, according to Bill 
Dudley at Goldman Sachs. 

Both represent big 
departures from the long-term 
r ponn of around 5 per cent. Is a 
reversion to that mean now in 
prospect? Perhaps, but not 
quite yet. The risk premium 
may not narrow much further 
from here the growing , 
pressure on the profit margins 
of US companies makes a 
further expansion of the 
already stretched price/ 
earnings ratio on Wall Street 
seem unlikely - On the other 
frand , the economic conditions 

hartfly seen to paint to the 

sort of failure of confidence in 
equity ownership that would 
drive the premium higher. 

According to Jeffrey 
Applegate at Lehman 
Brothers, history suggests only 

three things really make a 

difference to the perceived 

level of equity risk; the 


absolute level of inflation, 
volatility in either inflation or 
economic growth, and the size 
of the Federal budget deficit. 

The benign conditions in all 
three areas account for the 
sharp reduction in the risk 
premium, he adds. Wmiam 
Dudley at Goldman gweha also 
prints to the way the 
shrinking risk premium tends 
to feed on itself. Equity prices 
had been three times as 
volatile as braids in tbe 1950s. 
but that ratio shrank to two in 
the 1970a and L2 in the 1380s. 

There is a parados here, 
though. A lower risk premium 
suggests Investors expect a 
lower return from stocks in 
the fut ure, at least relative to 
bonds. Much of the risk may 
have gone, but so has much of 
the expected return - a 
message that may not have 
been picked up by many 
smaller Investors. 

So. short of higher inflation 
and interest rates - both 
strongly played down by Alan 
Greenspan, Federal Reserve 
chair man, last week - where 
does higher equity risk lurk? 
Mot, it seems, in the fall-out 
from the Asian im plosion. The 
economic shock has served 
only to take the edgu off a 
red-hot domestic expansion, 
while the global ripples from 
the financial shock have 
lapped harmlessly against the 
western financial system. 

That has left only one big 
shadow over the stock market: 
the slowdown in earnings. The 
current level of share prices 
reflects a belief that the profit 
expansion of the 1990s wifi 
extend "into the distant 
future", Greenspan warned 


last week. Yet only an 
extension of the strong 
ec onomic f undamentals , 
combined with a continuing 
growth in what are already 
historically high profit 
margins, could justify that 
degree of confidence. 

The sight of America's 
biggest manufacturer again 
battling with Its unions shows 
how tough this is getting. 
General Motors’ decade-long 
restructuring may be yielding 
productivity gains, but they 
are not coming fast enough. 

GM is not alone. There has 
been an overall rebound in 
productivity growth in the US 

over the past two years, but 
only after a lacklustre 
improvement over the 
previous decade and hardly 
enough to justify the more 
lofty claims about a surge in 
national productivity. It may 
be, as Mr Greenspan suggested 
last week, that the US 
economy is moving “beyond 
history” and into an era of 
unbridled profit growth and 
low inflation, but it wouldn’t 
pay to put too much money on 
this “new paradigm". 

From the point of view of 
the overall level of equity 
market risk, these concerns 
may be largely irrelevant 
History suggests that slower 
earnings growth, on its own, is 
unlikely to provoke a bear 
market, says Mr Dudley. 
Indeed, Wan Street greeted the 


first-quarter slowdown with a 
powerful rally. Even if a 
retu r n to doubledigit earnings 
gains does not materialise this 
year, it need not mean a 
reassessment of equity risk Is 
is order. 


Congratulations 
to the 

enterprising 
people at 
Dr Solomon’s 



After becoming the investment partner 
chosen to finance the buy-out of SftS 
International - best known for their 
Dr Solomon's Acri-Virus Toolkit - wc then 
helped this high-tech company achieve a 
successful flotation on NASDAQ and 
EASDAQ in 1996. 

Regarded as a world leader in computer 
virus detection and repair, the company's 
value today has increased to more than 
S600 million. 

We are delighted to seethe company 
move forward to greater success with its 
new business partner, Network Associates. 
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DIVERSIFIED INDUSTRIALS GROUP ALSO PUNS UP TO £40QM OF ACQUISITIONS IN THE NEXT TWO YEARS 


Cookson plans $164m investment in Asia 


Cookson, the UK engineer- 
ing and materials company, 
is planning to spend more 
Qian £100m f Si 64m) on man- 
ufacturing in Asia, in spite 
of tire turmoil that has been 
affecting the region. 

The investment in new 
plants is part of an effort to 
increase the proportion of 
Coobson's sales from Asia to 
about a third in five years' 
time, up from some 12 per 
cent now. 

British 
Steel to 
increase 
training 

By Peter Marsh 

British Steel will spend an 
additional £70m (Si 15m) on a 
tr aining scheme over the 
next two years, as it tries to 
introduce new working prac- 
tices ahead of large job cuts. 

The steelmaker, which 
today reports results for 
1997-98, has suffered heavily 
from the strong pound. Prof- 
its have faSen by three-quar- 
ters over the past two years. 

The company has reached 
agreements in the past year 
to trim 2,000 jobs from its 
workforce of 40,000. Analysts 
expect further reductions of 
up to 10,000 in the next four 
years. 

In one of the most wide- 
ranging training projects in 
UK industry, British Steel is 
arranging for mast of its UK 
workers to go on “off-site" 
tr aining courses for up to 40 
days a year to extend their 
capabilities and prepare 
them for new work prac- 
tices. 

The new work methods 
will be based on team work- 
ing principles similar to 
those used in many other 
industries, but relatively 
unusual in the steel busi- 
ness. Production employees 
will be trained to do several 
jobs, as well as bave a 
responsibility for quality. 

The steelmaker is expected 
to announce pre-tax profits 
of about £260m for the year 
to March 31, against Ei.lbn 
for 1995-96. The company has 
been hit by reduced export 
margins as the pound has 
risen to about DM3 from 
DM22 in 1996. 

BS is expected to aim for 
cost cuts of up to £700m a 
year by early next decade, 
based on current annual 
sales of £7bn. 

The new training pro- 
grammes and possibility of 
redundancies have been dis- 
cussed with BS's main 
unions which have given 
qualified approval. 


Stephen Howard, chief 
executive, said that Asia 
was a “window of opportu- 
nity" for the company, 
whic h makes chemicals and 
machinery to help In the 
manufacture of printed cir- 
cuit boards and other compo- 
nents used in the electronics 

industry. 

Its second core area covers 
ceramic systems to increase 
quality and productivity in 
steehnaking. 

Mr Howard said that Cook- 
son planned to double its 


number of plants in the 
region in the next five years, 
from 13 now. 

Mr Howard concedes that 
Cookson's growth in Asia in 
the next 18 months unit be 
“spotty" because of the eco- 
nomic problems affecting 
countries such as Japan and 
South Korea. 

None the less, he believes 

the ex panding awinmips of 
other nations, including 
Taiwan and India will offset 
weakness elsewhere. 

“So far our business In 


Asia is holding up fairly 
well," he said. 

Mr Howard said that Cook- 
son had identified particular 
potential to increase its sales 
in China. These are about l 
per cent of total turnover 
now and the company wants 
to push the proportion to 
roughly 10 per cent by 2003. 

Last year, Cookson's world 
sales came to £i.7bn. nearly 
two-thirds its electronics and 
ceramics divisions. 

While China's electronics 
industry is expected to grow 


substantially in the next 
decade. Cookson sees a big 
opportunity in using its met- 
allurgical knowledge to help 
increase the quality of steel 
made in the country. 

Even though China is the 
world's biggest steelmaker, 
the sophistication of much of 
its steel is low by western 
standards. 

However, the country 
plans to improve the grades 
of metal it makes from 
its plants to fit more 
demanding applications, 


such as car manufacturing. 

Aside from its plans for 
Asia, Cookson has told 
investors it plans to spend 
op to £40ten in the next two 
years on acquisitions in its 
two core areas of electronics 
and ceramics systems. 

Mr Howard said these 
acquisitions were likely to 
be mainly western compa 
mes, but there might also be 
opportunities to buy promis- 
ing Asian businesses in 
fields related to Cookson’s 
main activities. 


The self-styled most profitable firm on Wall St 


Gleacher NatWest, a tiny subsidiary of the 
UK bank, claims the title - on a per 
employee basis - writes William Lewis 


W hat is the most profit- 
able Wall Street firm 
per employee? Gold- 
man Sachs? Morgan Stanley 
Dean Witter? Merrill Lynch? 

The answer, apparently, is 
□one of the above. Top of the 
table - according to its own 
analysis - Is Gleacher Nat- 
West, a specialist mergers 
and acquisitions firm owned 
by National Westminster 
Bank. 

The firm, largely unknown 
outside Wall Street, says it 
achieved earnings per 
employee - pre-tax and pre- 
bonus payments - of more 
than $Lim (£670,000) in the 
past 12 months. This com- 
pares with an average of 
under $300,000 at most large 
Wall Street investment 
banks and regional broker- 
age firms. 

In the past 12 months. 
Gleacher earned revenues of 
$135 m, giving it $110m of 
profit before bonus pay- 
ments and before tax. The 
net profit is paid annually to 
NatWest which acquired the 
firm in a $i35m all-stock 
transaction in November 
1995. 

In part the per-employee 
profitability is due to 
Gleacher NatWest's size - tt 
has just 100 staff, of which 55 
are described as profession- 
als. And unlike the big 
investment banks, Gleacher 
NatWest focuses almost 
exclusively an only two busi- 
ness areas, providing M&A 
advice and leveraged 
finance. Both contribute 
equally to its overall reve- 
nues. 

The profits performance 
has been achieved in spite of 
the decision taken last year 
by NatWest effectively to 
break up NatWest Markets, 
its investment banking arm. 
by selling off the equity busi- 
ness and retrenching from 
the US corporate lending 
business. 

Merger and acquisitions 
teams at other investment 
banks view both types of 
business as crucial in aiding 
their efforts to win advisory 


mandates, and NatWest offi- 
cials concede that Gleacher 
NatWest is receiving hardly 
any so-called business flow 
from NatWest 

To help fill the gap, 
Gleacher NatWest has in 
recent months been intensi- 
fying its efforts to buOd a 
high yield and acquisition 
finance business with a 
strong international focus. 

Helping raise more than 
S5bn of high yield debt for 
clients since 1997 has 
brought Gleacher NatWest 
more than $60m worth of 
fees, and raising approxi- 
mately $3bn of acquisition 
finance Viag brought it more 
than $20m in fees. 

It has also continued to 
win a smattering of high 
profile M&A mandates, 
largely on the back of the 
reputation built over many 
years on Wall Street by Eric 
Gleacher, founder and chair- 
man of the firm. 

Following several weeks 
of speculation, the Sl.lbn 
takeover of Banco Garantj s, 
the Brazilian investment 
bank, by Credit Suisse First 
Boston, the US-SwIss invest- 
ment hank was announced 
last week. It is (me of the 
largest ever emerging mar- 
ket investment banking 
deals. 

Mr Gleacher cites three 
main reasons why Garantfe, 
known as the Goldman 
Sachs of Brazil, approached 
Gleacher NatWest rather 
than nnp of the larger invest- 
ment banks to advise on its 
sell off 

Together they illustrate 
how, in spite of the growing 
dominance of the big invest- 
ment banks in M&A. smaller 
Wall Street firms are still 
able to use their experience, 
contacts and size, to win 
high profile mandates. 

First, the firm's past expe- 
rience of international deals. 
In 1995 it advised Colgate- 
Palmolive. the US toothpaste 
and soap company, on its 
J1.04bn purchase of Kolynos, 
the largest toothpaste com- 
pany in South America. Gar- 
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Eric Gleacher will be free to walk away after November 


antia was retained in Brazil 
as the local market adviser, 
“making us aware of each 
other," Mr Gleacher says. 

Second, Gleacher 's experi- 
ence in selling itself to Nat- 
West in 1995. “We had sold 
ourselves and they [Garan- 
tia] felt we were pretty well 
positioned to advise on 
that," Mr Gleacher says. 

Third, Gleacher NatWest’s 
size. In the same way as 
Swiss Bank Corporation 
choose Wasserstein PereHa, 
another small Wail Street 
investment bank, to advise 
on its takeover of Union 
Bank of Switzerland, 
Gleacher NatWest appears 
to have benefited from the 
feet that most or the poten- 
tial acquirers were the lead- 
ing US investment banks. 
Jeffrey Tepper, Gleacher 
NatWest’s chief operating 
officer, said: “If you know 
you are going to be talking 
to the top firms on Wall 
Street, it is important that 
you do not have one them 
representing you.” 

Nevertheless, important 


questions remain about 
Gleacher NatWest's future. 

Mr Gleacher refuses to 
talk about the relationship 
with NatWest. except to say 
that “we are extremely 
happy with the way thing s 
are going". However, one 
Wall Street analyst 
described the continuing 
ownership of the firm by 
NatWest as “irrational, 
given the absence of an 
equity business”. 

The UK bank recently 
relaunched Its UK corporate 
advisory business under the 
brand name of Hawk Point, 
leaving Gleacher NatWest as 
a stand-alone US business. 
NatWest says that it aims to 
have a “full range of prod- 
ucts for our corporate cus- 
tomers and Gleacher most 
definitely fits into that cate- 
gory.' 

"It’s a profitable business 
that makes a good contribu- 
tion to the group and we are 
going to make the most of 
allowing it to operate as a 
stand-alone business". 

However. NatWest officials 


‘MtOrtMlfcMiaplWH '.San* 

concede privately that 
Gleacher NatWest could be 
worth more to other finan- 
cial services groups which 
retain global investment 
hawking - ambitions. 

One official suggested: “If 
it was worth more to other 
people then, just like other 
parts of our business, we 
would talk to somebody 
about it” 

Yet any sell-off could 
prove tricky for NatWest to 
execute. It would need the 
fun approval of Mr Gleacher 
and his senior executives, 
who apparent l y wifi soon be 
free to leave. 

According to officials at 
NatWest, the employment 
contracts of Mr Gleacher. Mr 
Tepper and several other key 
executives come to an end 
this November. 

At the same time, the final 
payment of NatWest shares 
is due, meaning that Mr 
Gleacher and his senior col- 
leagues could, in the words 
of one NatWest official, 
“walk away and leave us 
without looking back”. 
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British Biotech sues 
sacked employee 


By Jonathan Guthrie 

British Biotech, the troubled 
biotechnology company, is 
suing Dr Andrew Millar, the 
sacked head of clinical trials 
whose disclosures led to alle- 
gations that directors misled 
the stock market. 

The company is claiming 
he should pay damages for 
allegedly breaching his con- 
tract of employment, which 
included a confidentiality 
agreement 

The move is the latest 
twist In British Biotech's fell 
from grace with investors. 
The company was once 
regarded as the leading bio- 
technology business in the 
UK but last week its shares 
had fallen to just 2lp above 
their cash value of l9p on 
concerns about the efficacy 
of drugs under development 

The aim of the writ is 
understood to be to 
strengthen the hand of Brit- 
ish Biotech in fixture negoti- 
ations with Dr Millar. 


Last week the company 
received a letter from Dr Mil- 
lar's solicitors claiming com- 
pensation of more than 
£180,000 ($295,000) for sack- 
ing him in ApriL The letter 
threatened British Biotech 
with an industrial tribunal 
case for unfair dismissal, 
which could involve a brief 
hearing and, potentially, lim- 
ited damages. However, the 
letter also suggested Dr Mil- 
lar could bring a High Court 
case against the company. 
This could involve lengthy 
proceedings and there would 
be no limit on the damages 
that could be awarded. 

The writ demands a decla- 
ration from Dr Millar that be 
still has a duty of confidenti- 
ality to the company and 
also claims interest and 
costs. 

Dr Millar said he was sur- 
prised by the timing of the 
writ. He said he had dis- 
closed everything he knew - 
which Included preliminary 
results of drug trials vital to 


the success of the company 
- to share-holders and the 
media some weeks ago and 
has since been keeping “a 
Iowa- profile". 

Dr Millar said he planned 
to fight the claims of British 
Biotech by asserting that an 
employee had no duty of 
confidentiality when it pre- 
vented “an. Inequity” from 
being made public - the 
so-called “whistle-blower’s 
defence”. 

The serving of the writ 
against Dr Minor js likely to 
dismay some Investors. Per- 
petual, the asset manager 
with a 9.5 per cent stake, has 
praised Dr M2Iar for telling 
share-holders his concerns 
about the conduct of British 
Biotech directors and has 
criticised the company for 
dismissing him. 

One fund manager said the 
company had emphasised it 
wanted to pot the affair 
behind iL He said: “This 
action will just rake It all up 
again." 


Fourth Eni slice for sale 


By James BUtz in Rome 

Details of the Italian 
Treasury’s plan to sell off a 
fourth tranche of shares in 
Eni the ail and gas conglom- 
erate. reveal that the govern- 
ment’s holding will fell well 
below 51 per cent for the 
first time. 

In one of the largest offers 
to be carried out in Europe 
this year, lbn shares in Elm, 
representing UL5 per cent 
and valued at L12.000bn 
(£4.18m), will go on sale over 
the next two weeks. 

Italian and foreign institu- 


tions are to be offered an 
indicative tranche of 250m 
shares, with the remaining 
750m earmarked for Italian 
retail investors. 

The global co-ordinators, 
lmi and Credit Suisse First 
Boston, have been granted 
an over-allotment option of 
up to 97.5m shares that they 
can exercise if they wish. 
Italian citizens buying the 
shares will be eligible for a 
special offer at the end of 12 
months, under which they 
will get one bonus share for 
every 10 they already hold. 

With the exercise of the 


over-allotment option and 
the disbursement of bonus 
shares, the operation would 
bring the Treasury's holding 
in Eni down to 35 per cent. 

This time, the price to Ital- 
ian re tan investors is not at 
a discount 

On Saturday, the maxi- 
mum price of the Italian 
retail offer will be set, with 
the Italian share offer open- 
ing the following Monday. 

The Institutional and 
retail offer closes on Friday 
June 26 and the Treasury is 
expected to set its offer price 
tbe following day. 
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How about this for a Satur- 
day night oat a trip to Asda 
for a meal out on the town 
(sorry, car-park) before 
i^nl ging in some trolley- 
rage? Far-fetched, but Asda’s 
concept of drive-through 
takeaways could easily catch 

on. both with Asda shoppers 
anrf those who want dinner 
but do not want to stand in a 
supermarket for it. Novel 
ideas like this one are a good 
way for competitive super- 
market groups to protect 
market share, without resort- 
ing to price ware. But Asda's 
plan* for large in-house res- 
taurants look harder to pull 
off. Will diners pay a premium for the same food they 
usually stick in the car and eat at home? Costs, too. will be 
hi g h er than supermarket cafes. 

Still, shoppers like to eat, especially now shopping takes 
longer. Like airports, supermarkets are adept at monopo- 
lising more of their customers' time. The difference is super- 
markets fancy themselves as a destination, rather than a 
mere departure point 

New Look 

Like its clothes. New Look's shares have been priced to go. 
At 165p. they will trade on a forward multiple of between 

ny, and 12, a 15-20 per cent discount to peers such as 
Arcadia and Debenbams. Having failed to float four years 
ago. the founder has best over backward this time to sell his 
story, ft has unproved. Management has been strengthened, 
with respected retailers parachuted in as chairman and chief 
executive. The company no longer looks like a family fief- 
dam. It has also handled rapid growth without disrupting its 
distribution and sourcing systems. 

Still, there are concerns. Lakefor-like sales leapt 10 per 
cent in 1996. But in the previous three years, the rise 
averaged 4 per cent As it matures, the company must show 
it can sustain better like-for-like improvements than in the 
past And as New Look expands further into big cities, it 
will have to figh t to m aintain its competitive advantage. 
Speedy lead and continual promotions limit the com- 
pany’s risk of big stock overhangs. But rivals will not stand 
still, a slowing economy will add to competitive pressure. 

Given the discount, the shares are primed to jump, but 
represent more a stagging opportunity than an appealing 
long-term investment. 
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Third top manager quits 
turbulent Telecom Italia ** 

Telecom Italia, the recently-privatised telecommunications 
giant, is in the throes of a public boardroom dash following 
the sudden resignation of one of its top figures on the eve of 
its annual meeting. In the third big management change since 
the company was privatised last September, Vito Gam berate 
announced he was quitting as managing director of 
operations after three months In the job. 

Mr Gamberale blamed Gian Mario Rossignolo. Telecom Ital- 
ia's new chairman, for his decision to quit, saying that he 
could not do his job without “an adequate level of power” and 
white the top leadership was still showing “hostility” towards 
him. 

Mr Gamberale says he will go back to running Telecom 
Italia MobBe. the group's highly successful mobile phone sub- 
sidiary which he ran before the start of this year. 

The head-on clash with Mr Rossignota is certain to domi- 
nate what was already being billed as a highly charged annual 
meeting In Turin tomorrow. 

The row exposes the difficulty which Telecom Italia faces in 
the transition from state-owned monopoly to public company V - 
at a tima of change in Italian telecommunications. The Italian 
government, which holds 5 per cent of the company’s capital, 
is certain to ptey an important role bn determining the out- 
come of the dispute. James BStz, Borne 

ELECTRONIC EQUIPMENT 


Gretag Imaging IPO raises £203m 

Gretag Imaging, the world’s leading manufacturer of photofin- 
ishing equipment, has raised SFr4S3m ($333m) in an Initial 
public offering on toe Swiss stock market which values the 
company at SFr1-3bn on a folly diluted baste. The price for 
the 3.4m share Issue has been set at SFr14S which is equal 
to around 15 times estimated 1999 earnings. Shares of Gre- 
tag. a 1990 management buy-out from Glba-Geigy, start trad- 
es today. Bank Vontobel, which led the issue, said that up to 
half the shares want to Swiss Investors and 30 per cent to US 
Investors. WH&am Hall, Zurich 

INSURANCE 
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Willis Corroon launches fond 

WBIte Corroon. the international insurance broker, has 
launched an Investment fund specialising in the securitisation 
°f catastrophe risk. The fond, thought to be the first of its 
kind, alms to tap investor demand for a new asset dass and 
an emerging trend in insurance to place risk in capital mar- 
kets. 

Frank Majors, managing director of the group’s catastrophe 
management unit, said ft planned to increase assets managed 
by the fond to $300m (Cl 83m) in five years. The fond has 
already secured enough capital from US-based hedge funds, 
banks, and insurance companies to begin operating. 

Haft of the fond's portfofio will comprise catastrophe-based 
options traded on an exchange opened by toe Chicago Board 

iL 1 ? 2 ; Trad5n 9 m foe exchange has been stow to 
teke off, but the level of open interest is steadily rising and 
toenumber of options in force has reached 22,000. 

The fund will also invest tn over-the-counter catastrophe 
bonds. Only a few of these have been issued to date, mainly 
** ^'!!^ t ^ paniss seeWn 9 to Protect themselves 

3 hurrteane or earthquake, tt is becoming 
m we difficul t to co ver those risks in entirety through relnsur- 
naturaJ d5saste, » rise, and capital mar- 
rats may offer a more flexible solution. Christopher Adam" 
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VW sees Bentley expansion 

potential m expanding the number of cus- 
Bentley, the upmarket margue the German com- 
^ny te sa to acqure a* part of its E430m purchase of Rons 
Ht^eMotor Cara from the industrial group Vfckera. 

y 051 ®* 8 * «w White toe number of 
KTSJS 01 00,13 R °i ,ce 08,8 was limited, “one could 
^rrOT wfth Be ntley- SignMoantly Increasing the number of 
“«»^nd»un<ler me Rolls Royce rtameitufd prove 
^rtrnigm damage the brand 
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V enezuelan 
aluminium 
sell-off hit 




By Kenneth Gooding, 

Wn^Cwrespondent 

Venezuela's privatisation 
authority attempted at the 
weekend to bolster confi- 
dence that the sale of the 
country's aluminium 
operations would go ahead 
soon ia spite of the with- 
drawal from the bidding of 
Aluminum Company of 
America and Alcan, the 
world's two biggest pro- 
ducers. 

Alcoa said the Venezuelan 
industry bad 5.000 too many 
employees and that it was 
suffering financial losses at 
present world aluminium 
prices. It claimed that “the 
transaction as structured 
does not provide circum- 
stances conducive to trans- 
forming the companies into 
consistent money-makers'*. 

This is the second time the 
two North American compa- 
nies have withdrawn from 
the bidding process on 
which they have spent 
US$1 Qm over the past two 
years. A previous attempt to 
sell the al umini um busi- 
nesses for at least US$2.1 bn 
collapsed in March after all 
potential bidders pulled out 

However, the Venezuelan 
Investment Fund (Fiv) said 
at the weekend that three 
international consortia 
would take part in a new 
auction at the end of this 
month. Analysts expect the 


nunimum price to be cut to 
SL.Tbn. 

Paul O’Neill, Alcoa chair- 
man. released the test of a 
letter to the Venezuelan gov- 
ernment explaining his 
group’s decision and indicat- 
ing the difficulties successful 
bidders would face. 

He said: “Our Venezuelan 
counsel cautions us that the 
changes made I to the auc- 
tion process] are probably 
not legal because they have 
not been approved by /Vene- 
zuela's] congress.” 

He indicated the govern- 
ment was wrong not to draw 
employees' attention to the 
overmanning, as they might 
feel deceived when a suc- 
cessful bidder took neces- 
sary action. 

Mr O'Neill added that the 
proposed new terms gave no 
long-term certainty about 
the availability of bauxite, 
an essential raw mafwial 

The changes also gave the 
successful bidder two years 
to pay off bills - the indus- 
try has debts of US$L25bn - 
and Mr O'Neill added: “A 
financially responsible com- 
pany pays its bills on time 
and would not need or want 
this provision.” 

Fiv said one oT the three 
consortia still Involved is led 
by Billiton, a UK-based 
group, the second by Reyn- 
olds Metals of the US, and 
the third by Kaiser Alumin- 
ium. another US group. 


Nomura 
sells Czech 
bank stake 

By Robert Anderson an Prague 

Nomura Europe, a unit of 
the Japanese investment 
bank, has sold an 18 per cent 
stake in Investicni a Pos- 
tovnl Banka, the third big- 
gest Czech bank, reducing 
its holding to 53 per cent 

Nomura, which sold the 
stake to current sharehold- 
ers and in the stock market 
will also not participate in a 
rights issue of up to KclObn 
(*295m), which would fur- 
ther reduce its stake to just 
below 50 per cent. 

Nomura bought a 36 per 
cent stake in IFB from the 
Czech government- in March 
for Kc3.03bn and then dou- 
bled the bank's equity by 
subscribing to Kc6bn in new 
shares. It later underwrote 
an issue of Kcfibn in subordi- 
nated debt. 

At the time of the sale 
Nomura said that IFB, which 
was undercapitalised and 
burdened with non-perform- 
ing loans, would need 
another rights issue and it 
would step aside and allow 
other shareholders to partici- 
pate instead. 

At last week’s general 
meeting, which approved the 
rights issue, IFB forecast net 
profits of Kc2bn this year 
after putting Kc4bn to 
reserves. Last year it lost 
Kcll.lbn but increased 
reserves by Kcl4bn. 


Peugeot in 
Malaysian 
talks 


By Haig Stmoofan 


Jean-Martin Folz, chairma n 
of Peugeot-CltrOen, said the 
French car group was 
talking to Proton and Hicom 
of Malaysia about expanding 
its presence in the country’s 
car market 

Mr Folz said Peugeot was 
negotiating with Proton and 
its parent,- Hicom, about 
assembling more French- 
designed vehicles in Malay- 
sia. A Hicom unit currently 
builds the former Citroen 
AX hatchback in Malaysia, 
where it is sold as the Tiara. 

Production of the latest- 
generation Citrben Saxo 
compact car is due to start 
at Proton by early next year. 

However, 1 in an Interview 
with the Financial Times, 
Mr Folz denied recent 
reports that Peugeot might 
take a stake in Proton or 
Hicom. Such speculation has 
been prompted by the slump 
in Malaysia’s car markets 
since the Asian economic 
crisis, leading to financial 
difficulties among the coun- 
try’s motor manufacturers. 

Mr Folz said Peugeot was 
on course to achieve sub- 
stantial savings by simplify- 
ing its model range and pro- 
duction system, and had no 
need to find a partner, in 
spite of the trend towards 
consolidation in the world 
motor industry. 


v< Finnan* doubles 
to FM626.7m 
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By Tim Burt hi Stockholm 

Finn air, the state-controlled 
Finnish airline, saw profits 
double last year following a 
sharp increase in passenger 
demand and the launch of a 
three-year cost improvement 
programme. 

A 128 per cent increase in 
passenger numbers and a 15 
per cent rise in cargo vol- 
umes helped lift pre-tax prof- 
its to FM626.7m in 

the year to March 31. from 
FM310.4m in 1996-97. 

The results, achieved on 
sales up from FM7.4bn to 
FMftOflhn, were enhanced by 
a FM79.em gain on the sale 
of aircraft and a 16.5 per cent 
decline in traffic charges. 

Aatti Potila, chief execu- 
tive, said the improvement 
also reflected the initial ben- 
efits of “Programme 2". the 
restructuring plan launched 
last year with a target of 
increasing profits by 
FMSOOm by 2000. 

“Improvements were maue 
in the return on capital, 
financial results and value 
added," be said. 

Industry analysts regard 
the programme as a possioie 
precursor to the privatisa- 
tion of Finnair. 

Last week, Paavo Lippo- 
nen. the Finnish prime min- 
ister. said the state's 58 per 
cent bolding in the ahUM 
was non-core and n intea 




that it would retain only a 
minority stake in future. 

Increased profitability and 
the airline’s strong cash-flow 
are thought to have encour- 
aged the government to 
draw up plans for a sen-off 
in the nest four-year parlia- 
ment, beginning after next 
year’s parliamentary elec- 
tions. 

Mr Potila, however, 
warned that increasing 
international competition 
could dent profits this year. 

“Demand has continued to 
grow during the current 
financial year, although at a 
slower pace,” he said. “Com- 
petition for customers will 
increase and this will be 
reflected in profits." 

The termination of duty 
free sales within the EU in 
July 1999- moreover, is 
expected to cut a further 
FM8m from Finnair profits. 

Mr Potila said the absence 
of such income would be off- 
set by the benefits of 
reduced operating costs and 
increased traffic generated 
by Finnair’s 14 code-share 
agreements, dominated by 

its alliance with British 
Airways. 

Last year, revenues gener- 
ated by those alliances 

reached FM209m- 

Earnings per share rose 
from FM34-3 to FM8981, and 
■a dividend of FM1.7B has 
been proposed. 
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COMPANIES & FINANCE 


Brazil’s investment banks prove the most attractive brides 

CSFB's purchase of Banco Garantia signals growing interest from Wall Street in the country's independent firms, writes Geoff Dyer 



Market 

movers 


R omance is in the air in 
Brazil's banking com- 
munity. “I would bet 
that every good Brazilian 

Investment bank has 
received at least one love let- 
ter from a foreign bank in 
the last few months,” says 
Paulo Ferraz, president of 
Bozano Simbnsen. the Rio de 
Janeiro banking group. 

For Credit Suisse First 
Boston, the Swiss- American 
Investment bank, nearly six 
months of c ou rt in g paid off 
on Wednesday when it 
finally tied the knot with 
Banco Garantia, Brazil's pre- 
mier investment bank, after 
offering to pay a dowry of 
$l.l3bn. Goldman Sachs and 
Morgan Stanley Dean Witter 
were frustrated suitors. 

The deal has transformed 
the industry in Brazil. Over- 
night, the bank with the 
strongest local presence has 
hitched up with one of the 
largest and most interna- 
tional Wall Street firms. 
With Garantia gone, atten- 
tion is now turning to the 
remaining Brazilian Invest- 
ment banks. 

For many observers, more 
takeovers are inevitable. The 
sale of Garantia is the most 
striking recent example of 
the intense competitive pres- 



Cartoa Castanho: You cannot be bi the middle of the road in this industry 1 


sores Brazilian firms face in 
an increasingly liberalised 
economy. Founded in 1971 
and packed with the bright- 
est of young achievers, Gar- 
antia was one of the most 
successful new companies in 
Brazil in recent decades. Yet 
even it could not retain its 
independence. 

Carlos Castanho, a partner 
at Garantia, is £ rank about 
the rtiianwm facing the inde- 
pendent Brazilian invest- 
ment banks. “We have real- 
ised for a number of years,” 
he says, “that you cannot be 
in the middle of the road in 
this industry. You have to 
have a global presence or 


settle for being a niche 
player." This message was 
forced home during the 
Asian crisis, when Garantia 
lost $H0m during October. 

Under the CSFB umbrella, 
be scys, the bank will be 
able to expand into a num- 
ber of areas from which it 
was either absent or only a 
minor player, such as project 
finance, structured and 
acquisition finance and 
international debt and 
equity distribution. 

CSFB’s acquisition of Gar- 
antia is the latest stage in 
the stampede by foreign 
investment banks into the 
Brazilian market. A huge 


privatisation programme 
and a fund management 
industry that is just getting 
off the ground have turned 
Brazil into the most attrac- 
tive emerging market for 
investment banks. Heavy 
invesUnent has also made it 
one of the most competitive 
markets in the world - wit- 
ness Merrill Lynch's win- 
ning bid of just 45 basis 
points to lead a SSbn offer of 
shares in Petrobras, the 
state-controlled oil company. 

Now the stakes for the 
international firms have 
risen. “The other foreign 
banks will now need to 
rethink their strategies. The 


Garantia deal has changed 
the minimum scale for 
them.” says Mr Ferraz. 

Facing this foreign 
onslaught, Brazilian firms 
are rapidly adapting their 
strategies to find new space. 
Bozano Simonsen is argu- 
ably now the leading inde- 
pendent investment bank; 
however its recent diversifi- 
cation makes it the most dif- 
ficult acquisition target As 
well as having an insurance 
business, last year it sig- 
nalled a push into retail 
banking with the acquisition 
of Banco Meridional, based 
in the south of the country. 
An interested Wall Street 
firm would probably have to 
persuade Bozano's share- 
holders to split up the firm's 
banking activities. 

Banco Pactual. a more 
conventional investment 
banking firm, is focusing on 
building up its domestic dis- 
tribution, partly through a 
series of joint ventures with 
local and international firms 
in areas such as asset man- 
agement “We realised that 
to have a future in Brazil we 
needed to have strong local 
distribution,” says Luiz 
Cesar Fernandes, president 
of Pactual. who left Garantia 
in 1993 to found the bonk. 

He believes the bank's 
close contacts with Brazilian 
corporates will ensure that 
there is room for it in the 
advisory market “We under- 
stand the culture of the local 


companies, the dynamics of 
family ownership and the 
problems they face," he says. 

Concentrating on the sec- 
ond tier of companies and 
specific sectors such as the 
large pension funds is also 
the strategy being pursued 
by Banco Icatu, the Rio- 
based investment bank. 
“The competition among the 
foreign banks for the league 
table business will open up 
more space for local banks 
with local contacts,” says 
Carlos Simas, the bank's 
bead of investment bonking. 
“Consolidation is not inevi- 
table." 


M 


osi of tbe remaining 
Brazilian banks arc 
either partnerships or 
under family ownership, 
which makes striking take- 
over deals more time-con- 
suming and complicated. 

However for most observ- 
ers, thq Wall Street firms' 
superior technology and 
economies of scale, the fac- 
tors which are driving the 
internationalisation of the 
industry elsewhere in the 
world, will be felt in Brazil 
in the long term. “More 
banks will follow tbe path 
taken by Garantia,” says 
Daniel Dantas. one or the 
founders of Opportunity, the 
fund management Him mid a 
former investment banker. 
“It is a natural part of the 
integration of Brazil with 
the global economy. “ 


Morgan SianUg Dean Witter in a service mar* qf Morgan SlanUy Doan Witter & Ca 
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GOVERNMENT BONDS VOLATILITY OF SHORT-TERM RUSSIAN TREASURY BILLS TESTS INVESTORS’ NERVES 


GKOs threaten financial stability 


By John Thonrtdfl n Moscow 


The creation, of an effective 
Treasury bill (GKO) market 
must count as one of the fin- 
est achievements of Russian 
reform, helping to kill off the 
country's hyper-inflationary 
dragon and to kiss credit 
markets into life. 

The government has 
finally been able to cover its 
budget deficit by non* 
inflationary means, while 
the central bank has enjoyed 
playing with a powerful new 
monetary toy. 

However, as is so often the 
case in Russia, a good idea 
has been taken to extremes 
and transformed into an 
ugly reality: Russia's vola- 
tile, over-burdened, 
short-term government debt 
market now threatens finan- 
cial stability. 

If foreign Investors, who 
account for one-third of the 
SGObn GKO market were to 
lose faith to the government 
and withdraw their funds 
from Russia, then the rouble 
would almost certainly be 
devalued. 

The Centra] Bank's hard 
currency and gold reserves, 
which currently amount to 
fiSbn. would not be suffi- 
cient to stem such a capital 
outflow - with huge conse- 
quences for economic reform 
and political stability. 

“A devaluation would he 
the death-knell for this gov- 
ernment and for any chances 
that [President Boris] Yelt- 
sin thinks he has of standing 
again and winning in the 

next presidential elections," 
says Philip Poole, east Euro- 
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pean economist at ING Bar- 
ings, the international 
investment bank. 

The Russian government 
is well aware of the threat 
and has been hyperactive In 
its efforts to quell the prob- 
lem. For the past few weeks 
it has been trying to pacify 
investors’ fears by appealing 
to their greed. So has begun 
a game of bluff and counter- 
bluff between the govern- 
ment, foreign investors and 
the International Monetary 
Fund, which has supported 
Russian reform. 

Last month, the central 
hank trebled the refinancing 
rate to 160 per cent to 
increase the appeal of hold- 
ing roubles. Yields an Trea- 
sury bills rose as a result, 
tempting investors with the 
possibility of receiving one 
of the highest potential 
returns in the world - 
assuming, of course, that the 
rouble holds steady. 

However, investors knew 
the central bank could only 


play this game for a short 
time - and it has already 
reduced the refinancing rate 
to 60 per cent 

The biggest casualty of 
higher interest rates is the 
government Itself as its own 
borrowing asts rocket The 
danger is that if interest 
rates remain too high for too 
long, the government’s 
domestic debt will start 
snowballing out of control - 
with default or devaluation 
the only possible outcomes. 

The government has there- 
fore been trying to restruc- 
ture its debt profile by rais- 
ing cheeper foreign loans to 
redeem its exorbitant domes- 
tic borrowings and narrow 
its budget deficit. Earlier 
this month, it issued a 
$1.25bn eurobond and has 
surreptitiously been borrow- 
ing more from foreign com- 1 
merdal banks. 

This has helped take some 
pressure off the GKO market 
but the government still 
faces a rough spell. The 
maturity of most Russian 
debt is very short-term and 
there is a demanding 
redemption schedule over 
the next few weeks: about 
S1.5bn of repayments become . 
due this Wednesday alone. 

Foreign investor senti- 
ment towards Russia has 
been further knocked by the 
continuing turmofl in Asia 
and growing difficulties in 
the $1.5bn sub-sovereign 
regional agrobond market, 
which was sponsored by the 
Russian finance ministry. 

Three regions are now 
technically in default on 
their agrobands - consisting 
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of the securitised debts of 
agricultural enterprises to 
the federal government - 
with many more of the 62 
Issuing regions seemingly 
struggling to meet their obli- 
gations. 

“If the ministry of finance 
walks away from this mar- 
ket, it will really ruin its 
credibility," says Richard 
Deitz, head of fixed income 
at MFK Renaissance, a 
Moscow-based Investment 
bank. 

The simplest way for the 
government to solve its 
ftar-HiaHtig ’ problems would 
be to convince the Interna- 
tional Monetary Fund or G6 
countries to provide addi- 
tional a«ri«tanw> 

However, while western 
leaders have been effusive in 
their promises of support. 


DL J unit in Spanish buy 


By Nonna Cuban, 
Property Core sp o nd ent 


Donaldson Lufkin & Jenrette 
Real Estate Capital Partners, 
a unit of the US-based 
investment bank, has 
acquired a key site on the 
old Port of Barcelona, which 
has been developed as a 
US-style retail and leisure 
complex. 

The site was acquired for 
PtalObn ($65m) in partner- 
ship with John Beckwith, 
the UK-based developer, 
through his Pacific Invest- 
ments entity. 

The move Is part of a 
growing tide of US invest- 
ment in European property. 
US opportunity funds, such 


as those run by DU, have 
Pftrnpd annualised returns of 
between 30 and 50 per cent 
In recent years as the US has 
emerged from a severe prop- 
erty slump. However, with 
that market now In recov- 
ery. opportunity funds are 
currently looking abroad to 
replicate their earlier real- 
estate returns. 

The ate, named Maremag- 
num Leisure Centre, is one 
of a growing number of “des- 
tination" shopping facilities 
in continental Europe, which 
seek to capitalise on the 
entertainment-tike qualities 
of shopping. 

Destination facilities are 
designed to draw in those 
who intend to make pur- 


chases as well as those sim- 
ply seeking some form of 
entertainment Their multi- 
use nature ensures that 
property assets are earning 
revenues during more hours 
of the day and attracting the 
widest range of potential 
consumers. 

The Barcelona complex 
was acquired from the Port 
Authority of Barcelona, 
which will retain a 23 per 
cent shareholding, and 
Grupo Acciona, the Spanish 
construction company. 

. The centre includes three 
floors of retail space, res- 
taurants and discotheque 
space as wellas a multiplex 
cinema and underground 
parking for 840 cars. 
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Jenoptik share issue to be priced at DM34 


By Frederick Studonana 
In Bonn 


Shares in Jenoptik, the east 
German technology group 
set to make its debut on the 
Frankfurt stock exchange 
tomorrow, will list at an 
issue price of DM34, accord- 
ing to the state of Thuringia. 


its biggest shareholder. 

Andreas Trautvetter, state 
finance minister, said the 
initial public offering of 
22.7m shares, which closed 
on Friday, was 30 times sub- 
scribed. In the course of the 
IPO Thuringia will reduce 
Its stake in Jenoptik from 
46.1 per cent to 19.2 per cent 


In an attempt to stimulate 
share ownership in the for- 
mer communist east Ger- 
many, private investors in 
the region were given prefer- 
ential treatment in the IPO, 
which involves 61 per cent of 
Jenoptik's shares and will 
raise DM765m (5424m). 

The finance ministry said 


a quarter of the shares ear- 
marked for German private 
investors wifi he awarded to 
applicants from Thuringia. 
Before the IPO the company 
said It intended to place 
30-40 per cent of the shares 
on offer with private inves- 
tors. 

Jenoptik, which under 


communism was part of the 
defence-to-optics Carl Zeiss 
Jena combine, is the biggest 
east German company to list 
on the stock market 
It now specialises in tele- 
coms, laser technology and 
the construction of “clean 
buildings" for computer 
components manufacturers. 
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US group 
expands 
flooring 
interests 


By fSchafli Wafers 
in HewTorit 


Murdoch set 
to lift German 
TV interests 




they have been far more par- 
simonious with th» reHiVi 

Dan McGovern, bead of 
emerging market research at 
Merrill Lynch, the US invest- 
ment bank, says he believes 
the IMF will eventually 
make “additional, condi- 
tional finance" available for 
Russia, but only on 
extremely strict teems. 

“The markets were expect- 
ing there would be a $5bn to 
tlObn financial package 
immediately. But there 
seems to be a feeling within 
the IMF that the Russians 
must first commit them- 
selves to much more inten- 
sive structural reforms,” be 
says. 

“There is light at the arid 
of the tunnel, but it is going 
to be a tough couple of 
weeks." 


Armstrong World Industries, 
one of the largest US bund- 
ing materials companies, 
continued its attempt to 
break into higher-growth 
markets over the weekend 
with the announcement of a 

$890m acquisition of Trian- 
gle Pacific, the leading US 
maker of hardwood floors. 

Armstrong, whose core 
vinyl flooring business has 
experienced slowing growth, 
h as already set its si ghts on 
International expansion as a 
way to lift its prospects. 

The Pennsylvania-based 
company agreed last week to 
pay DM295m ($l63m) for 
DLW, Germany’s third-larg- 
est flooring company. 

George Lorch, Arm- 
strong’s chai rman, said tile 
company planned to use its 
growing international pres- 
ence as & platform to sell 
Triangle's brands. 

The company, whose sales 
have been growing at an 
annual rate of 36 per cent 
l since the beginning of the 
decade, accounts for nearly 
half of the US bard wood 1 
flooring market 

Armstrong’s presence in : 
commercial flooring would . 
provide a new market for ' 
Triangle, which has hugely 
relied on residential con- 
struction, said Mr Lorch. 

He added that Armstrong 
would provide a springboard 
for Triangle in Europe, 
where wood accounts for a 
much larger proportion of 
tho flooring mafkat than the 

7 per cent seen in the US. 

The two acquisitions will 
lift Armstrong’s sales to 
ggjibn from pflhw Of +hfg , 
about 40 per cent will come 
from outside the US. 

They will also leave Arm- 
strong with a considerable 
increase in its debt levels, 
though Mr Lorch denied this 
would reduce the company’s 
financial flexibility or pre- 
vent It from undertaking 
more acquisitions. 

The $55.50-a-share cash 
offer for Triangle will also 
involve the assumption of 
$260m of debt, while DLW 
will bring another |7Qm of 
debt The offer for Triangle 
represented a 28 per cent 
premium over the company’s 
share price at the end of last 
week. 

While the strength of the 
US construction industry 
and the economic turmoil in 
Asia had made the domestic 
market more attractive in 
the short term, Armstrong 
still expected higher 
long-term demand for its 
flooring products in Asia 
and Europe, said Mr Lorch. 

In an earlier effort to 
expand, Armstrong launched 
an unsuccessful hostile offer 
for Domco, a Canadian com- 
pany owned by Sommer Alli- 
bert of France. 


By Frederick Studemam 
hi Cologne 


Rupert Murdoch, chairman 
of News Corporation, the 
group, plans to boost 
Ms presence in the German 
television market, Europe’s 
largest, where his interests 
are at present limited to a 
493 per cent stake in Vox, a 
nrrjflti lossmaking free-to-air 
network. 

Speaking last night at the 
Medienforum media confer- 
ence in Cologne, Mr Mur- 
doch si gnall ed be was keen 
to acquire majority control 
of Vox. with the aim of 
restructuring the network 
through increased spending 
on news, sports and enter- 
tainment programming. 

He said he believed Vox 
could raise its audience 
share from its current 3 per 
cent to about 10 per cent 

The other main share- 
holder in Vox is CLT-Ufa, 
the Luxembourg-based 
broadcaster in which media 
group Bertelsmann bolds a 
40 per cent stake. 

Separately, in an interview 
in Der Spiegel magazine pub- 
lished today, Mr Murdoch 
s fl l d talks were taking place 
with Bertelsmann and that 
“either they will take our 


share or we will take theirs”. 

Mr Murdoch's interest In 
Germany followed last 
month’s decision by the 
European Commission to 
Mock a digital pay TV ven- 
ture proposed by CLT-Ufa 
and Kirch, the privately held 
German media group. Mr 
Murdoch welcomed the deci- 
sion as he said it prevented 

the closing off of the German 
market to outsiders. “That , 
will now change," he said. 

He also expressed doubts “• 
about the overall prospects * 
for digital pay-TV in Ger- 
many. Unlike in the UK, 
where the pay-TV network . 
British Sky Broadcasting, in 
which News Corporation 
holds a 40 per cent stake, 
was able to enter a market, 
composed of only four chan- 
nels, Germany has more 
than 30 chann els. , 

Speculation that News , 
Carp would come to the res- - 
cue of Kirch - believed to be 
feeing financial difficulties — L , 
was dismissed by Mr Mur-, ■ 
doch, as were reports that he - 
had been in talks with- ' 
Friede Springer, head of the i 
group of heirs who control, 
the Axel Springer publishing, 
group, about acquiring a t 
stake in Germany's largest 
newspaper publisher. 
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Ciba hopes for 
fresh markets 


By James Buxtm, 
Scottish Correspondent 


Ciba Specialty Chemicals, 
the Switzerland-based chemi- 
cals company, expects to 
open up new markets for its 
pigments in the US and 
Pacific Rim countries follow- 
ing the launch of a new 
£30m manufacturing unit at 
its plant at Paisley in 
Scotland. 

The unit uses a new pro- 
cess developed at Paisley to 
produce colour pigments in 
granules to meet the require- 
ments of makers of p rinting 
ink in the US and Pacific 
Rim. 

The US printing ink mar- 
ket has hitherto effectively 
been closed to Ciba because 
the manufacturing system it 
uses is unsuited to the pow- 
der in which most of Ciba’s 
pigments are sold, predomi- 
nantly to the European mar- 
ket where it has strong posi- 
tion. 

Pigments are insoluble col- 
ouring agents used to colour 
paints, synthetic fibres, 
printing inks and plastics. 
Ciba claims to be the world’s 
biggest producer of pigments 
with sales in 1997 of 
SFrL25hn ($836m). 


Rolf Meyer, chairman, who 
is attempting to make Ciba a 
more customer-focused com- 
pany, said the development 
of the new pigment-making 
process and the installation 
of the new unit was the first 
large project undertaken 
since Ciba was demerged 
from Novartis in early 1997. 

“I wanted it to be an exam- 
ple. I found the project 
waiting and said: ‘Let's go 
for it’ Everyone was amazed 
to see it approved in three to 
four weeks. The project was 
completed in 18 months, 
which must be a record in 
this industry." 

He said the new granular 
pigments would make pro- 
duction by US ink makers 
four to eight times faster 
than with their existing pro- 
cesses. The new production 
unit will boost output of pig- 
ments at Paisley by 9.000 
tonnes a year to 50,000 
tonnes. 

The Paisley complex, 
which has been part of Ciba 
since the late 1940s, has 
responsibility for research 
and development, marketing 
and administration for the 
classical pigments section of 
the company's pigments 
division. 



Astra, Merck closer to deal 

Joint venture changes are agreed, say William Lewis and Tim Burt 

L ike the effortless victo- nies will not attempt to than expected, althoo 
ries of the US basketball value the size of the deal Merck ena instead cantii 
team - the Dream Team when it is announced!, at to nmfit fmm Actr* *-n 


L ike the effortless victo- 
ries of the US basketball 
team - the Dream Team 
- over other countries at the 
past two Olympics, the nego- 
tiations between Astra, the 
Swedish drugs company, and 
Merck, the US drugs com- 
pany. to restructure their US 
joint venture, appear to have 
been one-sided to say the 
least 

Astra and Merck hope 
later this week - perhaps as 
early as today - to announce 
that they have g |<wijBftiny 
agreed to changes to the 
joint venture, under which 
Merck Is currently entitled 
to half the profits from the 
sale of some Astra drugs in 
the US. 

Astra wants to gain con- 
trol of the joint venture to 
clear the way for a pharma- 
ceuticals merger with 
another company. The joint 
venture dates back to 1962, 
when Astra agreed to enter 
thin arrangement in perpetu- 
ity in order to gain US distri- 
bution through Merck for its 
drugs. 

Since then one of Astra's 
drugs, Losec, the nicer treat- 
ment. has become the 
world’s top-selling prescrip- 
tion drug and brought both 
Astra and Merck better than 
expected royalties. 

Merck officials say that 
their negotiating position 
could not have been better. 
“We are perfectly happy 
with the status quo and it 
has been a case of asking 
Astra to show us the 
money," (me said. 

But tiie talks have not just 
been one-sided. According to 
people involved in the four- 
month-long negotiations, 
they have also been complex 
(so much so that the compa- 


nies will not attempt to 
value the size of the deal 
when it is announced), at 
times acrimonious and 
marred by leaks. 

People involved in the 
negotiations also say the 
talks have been “in a state of 
flux” over the past few days 
and warned that last year 
the two sides attempted to 
come to agreement about a 
restructuring but failed 

However, as the talks 
moved near to completion 
over the weekend, the fol- 
lowing elements appear 
likely to form part of an 
announcement: 

• An op-front payment by 
Astra to Merck. Thought to 
be up to $L5bn. one source 
suggested last week that this 
could be in the form of a 
loan by Astra to Merck. Doc- 
uments relating to the deal 
state that Astra will make “a 
loan to Merck to facilitate 
the restructuring". 

• In the words of an official 
at one of the companies, 
there will be “a shift in the 
economics of the joint ven- 
ture to Merck’s benefit” in 
the 10 years to 2008. This is 
thought to mean Merck will 
in effect be entitled to more 
tha n 50 per cent of the prof- 
its from certain drugs during 
ibis period. In return, Astra 
will become the general (or 
senior) partner in the cort 
tinning arrangement and 
Merck will be relegated to 
the status of limited (or 
junior) partner. 

• If Astra completes a 
nierger during the next 10 
years, it will have to pay 
Merck a multi-billion dollar 
fee. However, in a changm to 
what the two companies are 
said to have agreed last 
week, the fee will be smaller 


than expected, although 
Merck wfl] inatptnrt continue 
to profit from Astra drags, 
such as Losec and others 
already In its pipeline, up to 
2008. 

The US company will not 
be able to profit from drugs 
that enter the Astra pipeline 
after a cut-off point - 
thought to be the day of a 
merger involving the Swed- 
ish group. “There will be an 
adjustment on the rights. to 
the future compounds com- 
ing out of Astra,” said one 
person close to the talks. 

Astra is said to have been 
negotiating to persuade 
Merck to let it tray out the 
US company entirely in the 
event of the Swedish group 
completing a merger, but hi 
the words of a person close 
to Merck: “We are not giving 
up as much in the pipeline 
rights as one might think.'* 

He said “the advantage to 
Astra versus the status quo 
Is- that at least it will provide 
clarity in terms of which 
products Merck participates 
in and which it won't”. 

For Astra, the revised 
terms wfl] give it a greater 
share of profits from future 
products and will remove 
the main obstacle to its par- 
ticipation in the consolida- 
tion of the international 
pharmaceuticals industry. 

• After 2008, Astra will be 
able to buy out Merck far 
what is described as a “pre- 
determined amoun t". 

• Hakan Mogren, Astra’s 
chief executive who has 
been in New York negotia- 
ting for the past 10 days, has 
insisted that Merck’s 
should be dropped from the 
joint venture, which wfl] be 
known as Astra Pharmaceu- 
ticals LP. 
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ITALIAN FLOTATIONS SMALL COMPANIES TAKE MILAN BY STORM 


Record demand for Beghelli share sale 
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By Part Betts in MQm 

The lure of Italy's so-called 
"hidden champions’* of 
industry, those small to 
medium-sized enterprises 
that have traditionally been 
the backbone of the coun- 
try's economy, have taken 
the Milan stock market and 
the country's small investors 
fay storm. 

Beghelli. a small manufac- 
turer of consumer electronic 
safety devices based near 
Bologna, has broken all 


records with demand for its 
stock market flotation this 
week. Retail and institu- 
tional subscriptions for the 
25 per cent stake to be 
floated totalled more tha n 
lAOOObn ($2_8bn), for a com- 
pany with sales of only 
L172bn last year. 

The retail tranche of 17.5m 

shares (or about 9 per emit of 
the company) offered to 
small Investors was 27 Hmw 

subscribed. The institutional 
tranche was 1&5 times sub- 
scribed. 


Nearly 330.000 retail inves- 
tors applied for shares, sub- 
stantially more than the 
195,000 who applied for the 
first tranche of shares in 
Tfr». the gjant Italian oil and 

gas group. 

Only the flotation of Tele- 
com Italia and the second 
and third tranches of Eni 
shares attracted greater 

demand. ' 

Although the Italian stock 
market has suffered in 
recent days, along with 
other international markets. 


in response to continuing 
cancan over the Asian crisis 
as well as political uncer- 
tainty at home, the Beghelli 
float is evidence of the 
strong underlying interest 
for I talian shares, especially 
of profitable, high-growth 
small and medium-sized 
companies rooted in the 
rich industrial north of the 
country. 

More and more of these 
smaller companies are 
becoming attracted to the 
stock market after decades 


of suspicion and reluctance 
to seek listings on the Milan 
“balsa”, which is regarded as 
a private dub for a few large 
companies. 

Attitudes, however, have 
changed d ramatically in the 
past 12 months, in part as a 
result of the sharp decline in 
government bond yields 
pushing a growing horde of 
Italian retail investors into 
and mutual funds. 

The now privatised stock 
market has also sought to 
make itself a more attractive 


vehicle for smaller compa- 
nies considering a listing. 

Since the beginning of this 
year there have been 12 new 
entrants on the stock market 
and another 13 are expected 
by the end of the year. 

The Milan stock market 
yesterday said it expected 25 
new listings t hic year, com- 
pared with only is In 1997, 15 
in 1996 and 14 in 1995. 

However, officials 
described demand for Begh- 
elli as ‘‘extraordinary” if 
somewhat “exaggerated”. 


VA Stahl set 
for Sch2.4bn 
takeover bid 


Investors mark time 
ahead of Czech vote 


By Robert Anderson 
b Prague 
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The already sickly Prague 
stock exchange has sunk 
even Iowa over the last six 
weeks as investors have pon- 
dered the Impact of events in 
Russia and the outcome of 
this week's (June 19-20) gen- 
eral election. 

Jay King, trader at brokers 
Wood & Co in Prague, says 
"investors are worried about 
’being as exposed as they 
were in Hungary last month. 
"We are seeing position- 
squaring in preparation for 
the rocky road to the elec- 
tions. They are taking their 
bets off the table and not 
putting new ones on.” he 
says. 

The nightmare scenario 
for investors is a coalition 
between the Social Demo- 
crats (CSSD), Pensioners and 
Communists, but almost as 
worrying is a continuation of 
the weak minority govern- 
ments that have ruled the 
Czech Republic since the 
inconclusive 1996 election. 

The CSSD, which opinion 
polls show is likely to win . 
nearly 30 per cent of the 
Ante, has raised hackles with 
its plans for a government 
budget deficit of 3 per bent of 
GDP, a slowdown in price 
deregulation and privatisa- 
tion (especially of the big 
banks), and hints that it will 
pressurize the central bank 
to relax its high interest-rate 
policy and allow the koruna 
to float lower. 

However, analysts are 
hopeful that the left’s first 
government since 1989 
would be farced to modify its 
policies by the need to rely 
on centre-right coalition 
partners, and by the neces- 
sity to keep the markets 
happy and preparations for. 
European Union member- 
Ajp on course. 

^Miroslav Nosal of Gold- 
man Sf»chfi in London says: 
“The expectation that the 
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Social Democrats will come 
to power Is included in stock 
prices. I do not expect a 
strong negative impact after 
the election. In fact, gradu- 
ally the market could see 
some interest from abroad as 
people begin to focus again 
an company fundamentals." 

He says, however, that 
inves t ors should steer clear 
of politically sensitive stocks 
such as CEZ, the dnminant 
power comp any whose earn- 
ings are dependent on 
energy price liberalisation, 
and concentrate on neutral 
stocks, such as the telecoms 
companies SPT and Ceske 
Radiokomunlkace, or con- 
struction companies, which 
could benefit from infra- 
structure spend ing . 

The election uncertainly 
comes on tap of the continu- 
ing impact of the Russian 
crisis on neighbouring 
emerging markets. . . . 

“We were pretty much 
down already," says Trey 
Whafley. research manager 
at Atlantik, the biggest 
Czech broker. "We hadn’t 
come back from Asia.” 

Mr Nosal says that, com- 
pared with the Asian crisis 
last autumn, Russia has had 
a marked effect, precisely 
because it coincided with the 
election. He says some of the 
blue chips fell 20 per cent, 
with CEZ. Komercni Banka 


- which is slated for full pri- 
vatisation - and petrochemi- 
cals company Unfpetrol at or 
close to historical lows. 

“It was a little hit surpris- 
ing, as in the past the Czech 
market has been uncorre- 
lated with other markets,” 
he says. 

Prague has been uncou- 
pled from other stock mar- 
kets because it has been out 
of favour with foreign inves- 
tors for a year, with regional 
funds underweight in Czech 
stocks even before the cur- 
rency crisis and economic 
slowdown in spring 1997. 

However, once the election 
is out of the way, there are 
positive trends that could 
start to interest investors. 
The economy has stabilised 
and growing unemp loyment 
seems to indicate that com- 
pany restructuring is accel- 
erating. 

In April, a new stock 
exchange watchdog began to 
try to improve the shady 
reputation of the market. 
and plans eventually to ban 
the off-market trading that 
represents about 90 per cent 
of trades. 

The stock exchange also 
introduced last month a 
market-maker-driven hading 
system in CEZ, Komercni, 
SPT and Unipetrol, which 
bag improved liquidity and 
transparency and helped 
move trading back to the 
official market 

Under pressure from new 
legislation and their own 
cash needs, banks and 
investment funds are also 
more willing to sell their big 
stakes. 

Several Czech companies, 
including Ceske Radiokaam- 
nlkace and SPT, have also 
yinght London ll«ll»g n this 
year, drawing attention to 
Czech stocks. 

However, this also draws 
trading away from Prague 
and Is likely to set a trend 
for other big and ambitious 
companies. 
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CROSS BORDER M&A DEALS ] 

BDDBVINVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 


ABN Amro (NTands) 

Grtn6rata de Bqe (Befg) 

Banking 

SIIAbn 

Rapid withdrawal 

CSFB (Swttz/US) 

Banco Garantta (Brazfi) 

Banking 

$1bn 

Needs approval 


Volkswagen (Germany) 

Rolls-Royce Motors (UK) 

Auto manufctura 

STiDm 

Vteters approves 

Network Associates (US) 

Dr Solomon's (UK) 

Computer srves 

S842 m 

Virus venture 


Canadian Pacfflq(Canada) Unit of lorvtio (UK) 

Hotels 

$540m 

Lonmo refocus 


fireaenlus (Germany) 

Unit of P&U (Sweden/US) 

Pharmaceuticals 

$395m 

Global move 


America OnBna (US) 

MkabfHs (kraal) 

Computer srves 

$287 m 

Internet deal 


Corporate Services (UK) 

Oorestaff (US) 

Business srves 

S250m 

die nt-ddvet) 


uicaitt Technologies (US) SOX (UK) 

Telecoms srves 

$205m 

Agreed bid 


De Dietrichs (France) 

VAE (Austria) 

Engkieering 

5103m 

Hostile approach 


/• ... 



■ -B 


c^wtf&rSowe Oft* SfOrdhary Shares cf 5p each fei Nw Look rOitfoay Shares*) 
referred ta^belew^pha SwnS^conrtlutB an oHw ot, or an bwttsUon to a^soAe Ion or fwchaae. any 

aaarijaa. . . . 

ufll commence on 19 June 1996. 


NEW 



LOOK 


i 


i£S, k .gBf BJg'S « .» 

&ct*Ponmiana 3113*9 

OFFERS OF 78^05^64 ORDWAHY SHARES OF 5 P EACH 

SPONSORED BY 

baring brothersintswational LWITH) 

AND 

CAZENOVEACa 

AT A PRICE OF 16S P PER ORDINARY SHARE 


SMI* 


AUtafced 

NBtH W* 

WC62OM0 E9B.731J3Q 


at** fcnttiMtafr tallowing A ****" 1 

iwwwftM OSpgeeti 


issued mi Ur pad 

turner ***** 

anuacaooo siaccftoco 


BwnBft uN e B toeeiwinM unsod. mu^Rnd. 

60 London AW. U«W»EC317AN w^nauth. - 

U»don EG2M5TG. OonstOISiHJ 




Menedato* Oder earpw* « p» cart, rf 
11 Juieim 


15 Jine T99B 


Thomas H Lee to buy 
into soft drinks group 


By Scott Morrison 
In Toronto 

Thomas H Lee, the US 
Investment group that built 
Snapp le Into an Interna- 
tional brand, has agreed to 
acquire up to 30 per cent of 
Cott for as much as 
USSISOm. 

The announcement coin- 
cided with the appointment 
of a new chief executive at 
the troubled Canadian 
maker of private-label salt 
drinks, and a report that its 
first-quarter earnings hart 
fallen 70 per cent. 

The group, headed by 
Thomas Lee, the Boston 
investor, said it would invest 
USgTOm to buy 10m shares 
from the family of Gerry 
Pencer, the ftm n nr Cott ohipf 
executive who died in Febru- 
ary. The Lee group will also 
acquire US$40m of convert- 
ible shares from the com- 
pany anrt has an option to 


buy 5m additional Cott 
shares fr ™ fha Pencer fam- 
ily over four years. 

The Thomas Lee group, a 
leveraged buy-out invest- 
ment group, is best known 
for taking control of Snapple 
and TnnlHng it into a 1 parting 
soft drinks line before taking 
the ««mpgr>y pubUc. The Lee 
group eventually sold the 
brand to Quaker Oats for 
more than US$L7ha. Quaker 
subsequently sold Snapple 
for a I7SSL4hn loss. 

Hunter BoD, Thomas Lee's 
managing director, said Cott 
had significant growth 
potential if it could reduce 
manufacturing and distribu- 
tion costs and improve Its 
service to clients. Mr Boll 
said his group was b ullish 
about prospects for the own- 
brand sg gnMa i t of the cola 
industry. 

Cott, one of the world's 
largest cola producers, also 
announced it had appointed 


as chief executive Frank 
Weise, who has served as 
chief financial officer at 
Procter & Gamble, the con- 
sumer products giant, and at 
Campbell, the soup com- 
pany. 

Cott has been battered 
recently by a price war with 
Coca-Cola and PepsiCo that 
hag seen its margins foil in 
spite of increased sales. 

Last year the Canadian 
company, which packages 
Virgin Cola and produces 
retailer-branded colas for cli- 
ents such as Safeway, Sains- 
bury and Wal-Mart, incurred 
losses of C$7.7m (US$5.2m) 
on sales of almost CSl^bn. 

The company, which, had 
put itself up for sale until 
calling off the search for a 
buyer in April, said that 
higher costs and continued 
competition had pushed 
first-quarter net income 
down by about 70 per cent, 
to C&24m. 


By Wffiam Haa bi Zurich 


VA Stahl. Austria's biggest 
steel company, is expected to 
launch a Sch2.4bn ($lS9m) 
bid this week for VAE. 
which is facing a hostile bid 
from its main competitor. 

Shares in VAE. one of the 
world’s leading makers of 
railway points and signalling 
equipment, jumped 50 per 
cent last week to Schl.885, 
after De Dietrich, a family- 
controlled conglomerate 
from Alsace, made a 
Schl,525 a share bid. It was 
pitched at a premium of 21 
per cent to the average VAE 
share price over the previous 

riy •mnnthg 

VA Stahl said on Friday 
that it would make a higher 
counter-bid. It indicated that 
the offer would be below last 
week's peak of Schl.920 per 
VAE share, but analysts 
speculated that it would be 
pitched in the Schl,700 to 
Schl^OO range. 

The battle for control of 
VAE is a sign of the growing 
foreign interest in underval- 
ued Austrian companies. 

In addition, VAE is largely 
controlled by foreign inves- 
tors and the contest will be a 
test of corporate Austria's 
reputation for often giving 
priority to so-called “Aus- 
trian solutions” in takeover 
battles rather than the need 
to maximise shareholder 
value. 

VA Stahl, which has a rail- 
making subsidiary, sees its 
bid as a sensible vertical 
integration with a customer 
with which it already has 


close links. The two have 
worked together on railway 
contracts in Algeria and 
Indonesia, and the takeover 
would create a complete sup- 
plier in the global rail track 
market, 

De Dietrich owns Conifer. 
VAE's main competitor, and 
argues that the resulting 
economies of scalp would 
strengthen the combined 
group’s competitive position 
in a market increasingly 
dominated by large groups 
such as ABB and Siemens. 

De Dietrich has a market 
capitalisation of $42Um. If it 
is lo win VAE, it will have to 
increase substantially its 
SlTOm offer, which could 
strain its balance sheet 

VA Stahl, by contrast, 
does not face the same finan- 
cial constraints. However, its 
position is complicated 
because Othmar Pdhringer, 
chief executive of VA Tech, 
one of VA Stahl's biggest 
shareholders, is also chair- 
man of the supervisory 
board of VAE. 

VAE has turned in a lack- 
lustre performance since its 
shares were floated on the 
Vienna stock exchange at 
Sch91S in 1992. It has not 
raised its dividend for sev- 
eral years and its profits 
have been flat. 

About 70 per cent of its 
shar es are owned by foreign 
investors, of which the 
majority are in the US. 

VA Stahl is being advised 
by Warburg Dillon Read, De 
Dietrich by Deutsche Bank, 
and VAE by CA1B. Bank 
Austria's investment bank. 



The arrival of CDC Asset 
Management Europe 
is a positive sign for all 
euro investors. 



urope and asset management now have a new entity to be reckoned with. 
In the name of CDC Asset Management Europe, the subsidiary of the 
Cafsse des D4p6ts Group. Our mission: to be the reference manager in euro markets. 
How? Through an extensive range of Innovative and high performance products, 
we adapt our offer to the requirements of each Investment strategy. The arrival of 
CDC Asset Management Europe is therefore a sign of fruitful times for investors... 
Carolyn Whitehead - tel: (33) I 42 79 55 32 
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The bounce in US share 
prices late on Friday 
brought an aid to a sharp 
three-day decline. But with 

Asia’s difficulties still 

deepening and doubts 
growing over the hoped-for 
bounce in US corporate 
profits lata- in the year, the 
Treasury market may 
remain a more benign place 
for investors than the stock 
market this week. 

After Alan Greenspan’s 
verdict last week on the lack 
of inflationary pressure in 
the US economy, the release 
of the latest consumer price 
data on Tuesday will hold 
little concern for bond 
investors. The increase In 
the consumer price index In 
May Is widely expected to 
have matched the rise of the 
month before, at 02 per cent. 
Industrial production data, 
due on the same day. are 
also expected to show little 
change from April. 

The stock market will get 
its first taste of 
second -quarter earnings as 
two Investment banks, 
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Morgan Stanley Dean Witter 
and Lehman Brothers, 
report results that are 
expected to reflect the 
buoyant conditions on Wall 
Street With the quarter 
drawing to a dose for many 
companies, the market will 
be on alert for the usual 
warnings that precede the 
reporting season. 


Average earnings data for 
March, to be released on 
Wednesday, will be the main 
focus of the week. It was the 
February numbers that were 
blamed for the Bank of 
England's increase in 
interest rates this month. 

Even thoug h February’s 
jump in earning s growth to 
•L9 pa cent may have been 
partly due to one-off City 
bonuses, analysts are 
expecting the rate to have 
edged up further to 6 per 
cent, according to Standard 
& Poor’s MMS- 

Othar figures that will be 
closely examined in the light 
of the Bank’s rate move 
include retail inflation, 
where the headline annual 
rate is expected to be 
unchanged at 4 per cent the 
underlying rate to have 
fallen slightly to 24) per cent; 
unemployment, which is 
.forecast to have dropped by 
12,000; and retail sales, 
where the annual growth 
rate is predicted to have 
dropped from -L2 per cent in 
April to 3^ per cent 
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The figures could set a 
lively background for the 
monetary policy committee's 
testimony to the Treasury 
select committee this week. 

Traders will be most 
anxious about Japan, where 
the decline in the yen and in 
the economy has prompted a 
worldwide shift from 
equities to bonds. 


German shares were affected 
by the gloom emanating 
from Asia and retreated on 
Friday from the record levels 
reached a few days earlier. 

Having brushed against 
5,800 during the week, the 
Dax blue-chip index closed 
the day nearly 3 per cent 
lower at 5,63134. After such 
a sharp jolt, equities are 
expected to remain subdued, 
especially in view of the 
downturn on Wall Street 

However, the strong dollar 
will benefit exporters and 
1 brightening profit and 
capital investment prospects 
across Europe should 
underpin shares. 

Moreover, the fact that 
volumes were thin on Friday 
gave traders and analysts 
hope that the market will 
not become too depressed 
after its heady performance 
this year. 

There is little scheduled 
corporate news to divert its 
attention. Lufthansa holds 
its annnal meeting on 
Wednesday, with Fresenius, 
the health care company, . . 
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and Krupp, the steel and 
engineering group, following 
on Thursday. DG Bank holds 
its annual press conference 
an Wednesday. 

With Japan in economic 
a n d finariql a l crisis, a, nd the 
outlook for the Test of Asia 
uncertain, markets will 
continue to be influenced by 
events beyond Europe. 


This week looks set to be a 
particularly nervous one for 
Japan’s markets, as concern 
grows about the country's 

financial sector and the poor 
state of the “real" economy. 

Last week, the Nikkei 225 
index fen below 15.000 for 
the first time since January. 
It recovered to dose on 
Friday at 15,022^, down 301.1 
points on the week. 

However, after the market 
closedthe government 
released data showing 
firafrquarter 1998 gross 
domestic product tell 53 per 
cent, compared with the 
same period a year earlier. 

The figure was worse than 
even the most pessimistic 
forecasts and with the yen 
having weakened to more 
thaq Y144 to the dollar and 
the bond markets also 
slipping back, there is 
growing concern that 
investors might sell all 
classes of Japanese assets. 

Some investors hope the 
dire economic data may 
prompt fresh government 
moves to boost the economy. 
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However, another risk ifi 
the coming days Is that sqine 
of the weaker Japanese .. 
banks could fac e fu rther ' 
downgrades by rating ' 
agencies. 

Also, farther signs of ■ 
economic weakness in the- . 
rest of Asia could fuel 
concern about banks’ 
lending portfolios. . * 
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may prove 
the test 
this time 
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The biggest company to 
report this week will be Brit- 
ish Steel and the results will 
be examined to see to what 
extent it has manage to off- 
set the strength of the pound 
by catting cists. The issue of 
currency is likely to remain 
in the spotlight throughout 
the week, as a variety of 
companies are likely to have 
suffered, from the. engineer 
FBI to Courts, the retailer. 
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Notice with respect to the USS 150,000,000 
Guaranteed Floating Rate Notes due 2011 


KB IF1MA N.V„ 

(incorporated with limited RatxSty in die Netherlands) 

UncondtionaHy and irrevocably guaranteed 
on a subordinated basis by 

KBC Bank N.V. 

ffonuerty KraSetbank N.VJ 
(incorporated with limited lability in Belgium! 


As a result at the merger between theAmanf-Kredietbank 
Group. tfie CERA Bank Group ytd the ABB-Group die bank- 
ing activities and the insurance activities erf these groups wit 
be restructured. 

Asa consequence the banking activities oF Kretfietbank N.V. 
and of CERA Bank CV have been coneoWated into a new 
bank. KBC Bank N V. <«KBC Bank.) as from June 3. 1998. 
In a second stage, currently scheduled on June 25, 1993, 
CERA Investment Bank N.V. (Formerly Banque Indosuez 
Belgique SAJ w* also be incorporated into KBC Bank by 
means of a full merger. 

As a matter of Belgian law, KBC Bank vvB succeed to sU the 
assets and Sabines of Kredbetbank MV. with effect from the 
date. on which die conrrtoution is published in the annexes 
of the Belgian Official Garatte. This publication is expected 
io take place sometime in June 1998. Consequently, KBC 
Bank wit be considered as a matter of Belgian (aw. as the 
continuation tf Kretfietbank N.V. in respect of the Guarantee 
issued in respect of the Notes issued by KB l FIMA MV. 
whereby afl existing rights and obligations under tins Guar- 
antee shad remain m fbl Force and affect 


An Information Brochure descriwig the restructunhg oper- 
ation is available at the offices of the pnndpal paying agent 
bi Luxembourg 

Kredietbank SA Luxemboungeoise 


Luxembourg. June 15, 1998 
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REPtffiUCO? SLOVENIA - 
FLOATING JUTE AMOVnZlNG 
BONDS D DE am 
OSD 219 OS 880 SERIES tSD-2 
1SWC0DK:XSMMM2538 


For ihs paiod /one 12. 1996 
id December 14. 1998 iheiiewmie 
bn been fixed ■ 6.125 % PA. 
NcxtpaymcatdBo: 
December 14, 1998 
Coqx»nr:5 
Amount- - 

USD 11X42 for die denomination 
of OSD 1 000 ttdag mo Hcnnt ■ 
pool factor of 033093ffl 

-ffiEPRffOFALROrwe AGBOT 


KLEfNWOKTBKfH 
INCOME TRUST |Jc 

NOTICE IS HEREBY. 
GIVEN that tbe register of 
monbea wiB be dosed from 
4 J 0 pjn.on 16 June 1998 . 

By Order of the board; 

Dnejdner RCM Global brnton 

(UKJLinHlcd 

(Seottuy) 

Rcgistoed Office; 10 Fencbtndi 
Street, London EC 3 M 3 LB 


Daled; IS June 1998 



REPUBLIC OF SLOVENIA - 
FLOATING RATE 
AMORTIZING BONDS DUE 2066 


KIN CODE : XS9MC643348 


For ibe pcood inne 12, 1998 
to December 14, 1998 (he new rat 
hes ben fixed at 4. |25 % PA. 
Next payment dale ; 
December 14. 1998 
Coupon nr:5 


DEM 17.34 forth: denomination 
of DEM 1 OOOukmxintoaccooata 
pool factor of 0218182 


DM Reserve Fond* 





• Recent weakening of the 
pound -against the D-Mark 
has allowed investors In 
British Steel to look to the 
future with some confidence. 
As the UK economy slaws 
there are Indications that 
analysts expect the pound to 
ease! against the D-Mark dur- 
ing the next two years, so 
British Steel shares, which 
have underperformed the 
market by about 21 per cent 
diming toe past 12 mouths, 
have started to recover. 
Research from BT Alex 
Brown suggests their rally 
may have farther to go in 
the short term. It expects 
currency losses of about 
£L50m ($246m) to be partly 
offset by £50m of cost 
savings. British Steel’s share 
price is toe most affected on 
the London stock market by 
changes in the level of ster- 
ling. For every 10-pfennig 
drop in the pound against 
the D-Mark, the company 
gains £100m at the pre-tax 
level. The range of analysts’ 
forecasts stretches from 
about £250m to. about £305m. 
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SJr Brian' Moffett, chairman and chief executive of British Steel, set to reveal currency hit 


the fast-expanding Scottish- 
based group announces final 
results. Investors may also 
be hoping for assurance that 
the company is continuing 
to make good margins on 
sales of milk to 
supermarkets, in contrast to 
some other dairy companies. 
A consensus of forecasts 
from First Call, the 
estimates service, suggests 
a . pre-tax figure of 
£17. lm. 


TUESDAY 


• There may be little sur- 
prise when GWR Group, the 
radio station concern that 
includes Classic FM, 
announces final results- It 
warned in February that 
profits for 1997 would be 
lower than expected because 
of upheaval in its advertis- 
ing sales. James CapeL the 
company's broker, lowered 
its profit forecast for 1997 by 
Elm to £14m. A consensus of 
estimates from First Call 
suggests a figure of about 
£l4£m. 


at about £lOm, according ‘to 
First Call. The final resulf.of 
£7.5m last time was held 
back by £lJSm of redundancy 
costs. 


WEDNESDAY 


• Investors will be keen to 
hear how Robert Wiseman 
Dairies is achieving its goal 
of national coverage when 


• FBI is expected to pro- 
duce a pretax result about 
43 per cent ahead of the 
£87tn last timw although the 
underlying advance is more 
likely to be In the region of 
about 14 per cent Albert E 
Sharp expects the strength 
of sterling to have taken 
about £Qm off operating prof- 
its. 


• Haziewood Foods is 
expected to achieve an 
advance of about 13 per cent 
to £41 .7m, according to First 
Call. 


• Portsmouth & Sunder- 
land is likely to show the 
benefits of its investment 
programme when it reports 
results, which are expected 
to be about 33 per cent ahmri 


• Slightly reduced full-year 
pretax profits are expected 
from Courts, the interna- 
tional electrical and furni- 
ture retailer. Although trad- 
ing is likely to have gome 
well in the UK and in the 
Caribbean. Courts translates 
its profits from overseas -at 
year-end figures, meaning Its 
south-east Asian business 
will have been badly affected 
by the depreciation of many 
of the region's currencies. 
Forecasts are for pretax 
profits about the £28m lercL 
This is against £28. 3m ipr 
the year to March 1997-00 
turnover up to £491®, 
against £424m 




NEW INTERNATIONAL BOND ISSUES 


European Investment 
Bank 


European Investment Bank 

PTC 30 BBGan Floating Robe Bonds 
dun March 2005 (issued on March 15, 1995] 

PTE30B8fion Floating Rate Bonds 
due March 2005 (issued on June 15, 1995) 

Notice to the Holders 


m. 1,000,000,000,000 


December 1998 


Notice is hereby given that tin Bonds will carry an Interest 
Flaie of 4.21 75% per annum tar thapenod June 15, 1998 to 
September 15, 1998. 

• PTE 1,063 per PTE 100,000 nominal 

• PTE 10,630 per PTE IXJOO.OOO nominal 

• PTE 106^04 per PTE 10.000,000 nominal 

• PTE 531.521 per PTE 50.000.000 nominal 


The notes wiB bear interest 
at 4.69219% per anatn from 
15 Jane 199Bto 15 September 
1998. Interest payable on 
15 September 1998 wM 
amount to fTL59,356 per 
1715.000,000 note and 
171599.558 per mSO.000.08D 
note. 


Luxembourg, September 15. 1998 


Agent: Morgan Guaranty 
Trust Company 

JP Morgan. 


European 
Inves tm ent Bank 


Ita&an Lira 300 BSion 
Capped Floating Rate 
Notes due 1999 
Notice to the Holders 


Nonce e hereby given that the 
Notes wB carry an interest rate 
of 5 49219% per annum for the 
penod 1506.1998 to 15XB.1998. 

• m. 70.178 

per FTL 5000.000 nominal 

• m. 701,780 

par FTL 50.000.000 nominal 


Luxembourg June 15 1998 


cmcoRPO 

DM300,000,000 

Floating Rut* Note* Du« December J&&9 1 tbe "Note*") 
Notice a hereby arm lhat fa Rale tf Intoest lor fa Merest Mad June 15,, 
1996 to Septonfar 15, 1998 ho bnn (iud c* 3.8129% anti fatfa i 
pcydhle on fa rairtrani b i i e retf Payment Dale September 15, 1998. a 
Coupon No. 15 will be DM9.74 m remelaf DMI^XX) nvnfod affa 
1 -fib* DM9743 in respflda(DMIO,OOQ nominal of fa Notes. 


BU I 


ATnnUX artBant crnBAtKO 


SALOMON SMITH BARNEY HOLDINGS INC 

[Fortnerty Salomon Inc) 

USD 150MU Ftaatinfl Rate Note Catebto Z7/06/38 Dua 27/06/2001 
Common Code: 8732810 1 BW •; XS0DB73281M 
Notice Is hereby given, in accordance with the Prospectus 
Supplement dated Aprfl 5 1996 relating w tbe above mentioned 
notes, ftat&n Issuer intends to redeem an the Notes on the Optional 
Date: June 27, 199a (payable June 29. 1 998) at a trice o< 


the payment daw at June 29. 1998. 


June 15. 1998. London 

By GotHtofc. MA. (Corporate Agancy & Trust) 


CmBAhKG 


fen land) fatanar 
Ute % qnadfip 


F7PC* Rl ■I'T! ""I*" I ' 




Matatatf&MB* 7« anjogssaoft auav 


Klnl.-.ai, :i 


rffi 




■ » ■ ' . m i ... 








r-'P' 



V\\W' 





n 
































\J*jh ^ t&p 



H ^e (tl 




FINANCIAL TIMES MONDAY JUNE 15 1998 









K * y n 25 


DIVIDEND & INTEREST PAYMENTS 


• "• -'Iw^ 
•"* !Anf 


■ TODAY 

A£C1 5.fc% Cm Prf 2_2p 
Asroquip-VIckars Inc Common 
$0.22 

Amer 6¥t% SBD 2003 $625 
AngJoCastem Plartfce 4p 
Afiantic Rtahfiaid $0.7125 
AUtoHnk Cone 838% SBD 2022 
04195 

Do 11.27% SBd 2002 £5.63 

Barrick Gold 40.09 

British Airways 10%% Bds 2008 

£108.75 

Brunswick $0,125 

Ca^y Sdw^ppes B%% Cm 

Cap $0539063 
Caiase Natl des Autoroutes 
16% 2006 £400 
Chaster Asset Rac Dealings 
No2 FRN 2001 £1903.89 
: City Mortgage Reel FRN 2023 
£40J96 

Do Rec2 FRN 2023 £45.76 
- Do Rec3 Class A FRN Oct 2023 
V £4039 

‘ Do Rac3 Class B FRN Oct 2023 
£73.74 

Do Rec4 Class A FRN Aug 2028 
£4933 

Do Reo4 Class B FRN Aug 
2028 £73.74 

Do Rec5 Class A FRN Sept 
2032 £23.96 

Do Rec5 Class B FRN Sept 
0032 £8436 

Do Recfi Class A FRN Mar 2029 
£48.41 

Do Rec6 Class B FRN Mar 2029 
£73-73 

'Commerzbank O' seas Fin Gtd 
FRN 1698 $4012.85 
Daimler-Benz DM20.0 
Dana $029 

Diageo Inv 7% Nte Jun 1999 


$70.0 

Dover $0,095 

DSL Bank FRN 1998 $401235 
GTChfleGrwth Fd $1,459 
Qtacadhurch Mortgage Fin (No 
Z) Class A Mtg Bckd FRN 2028 
£960.64 

Do Class B £2252.62 
Do (No 3) Class A Mtg Bckd 
FRN 2029 £1044.21 
Granada FRN 1999 £2044.58 
Greece 5% Ln 1890 25p 
Do 5% Ln 1890 Stig 625p 
HonaywoJf $0_28 

Hyder6%% Nte Dec 2004 

Do 6%% Nts Dec 2007 $34375 
Do 714% Nts Dec 2017 $3625 
investors Capital Tst 5%% Cm 
PM-8375p 

WnW Nippon FHwy 3 £596 Bd 
1998 Y335000.0 
Do 3.6% Bd 1999 Y360000XI 
Kobe Steel 5.1% Bd 2000 
Y51 0000.0 

Lloyds Bank Prim Cap Und FRN 
$312.81 

Do Sb FRN 2004 £41.14 
Midland Bank Non-Cm $ Pf A1 

$0_355 

Do A2 $0.08875 

Do B1 $0.41 

Do B2 $0.1025 

Do 8%% Sb Nte Dec 2004 

$8488.75 

Panther Sec Z-5p 

Pearson 10%% Bd 2008 £105.0 

Pandeford Mortgages No 1 

Class A2 Mtg Bckd FRN 2037 

£1912.44 

Do Class AS £1922.41 
Do Class A4 £1927.40 
Do Class A5 £1969.78 
Pennzofl $0.25 


Residentfel Mortgage 2 Class A 
Mtg Bckd FRN 2037 214557 
Do Class M £196^2 
Do Class B £263.05 
St Lawrence & Ottawa Rtwy 4% 
Stlg 1st Mtg Bd £1.0 
Sapporo Brews FRN 1999 
Y534&0 

Sara Lee LAC 9.43% Gtd Bd 
2004 £23575.0 
Seagram $0,165 
South Africa 9%% Nts Dec 
1999 $48,125 
TRW $031 

Thames Asset Globa] Sec No 1 
Class A2 Asset Bckd FRN 2037 
£1922 A\ 

Do Class A3 £1832-30 
Do Class B £2002.19 
Thomson $0,155 
Tokyo See Power 10%% Nts 
2001 C$105.0 
Toyo Construction Gtd FRN 
1998 $31407.64 
VTR1.75P 

wagon bid Cv Ptg Pf 3.625p 
Whirlpool $034 

■ TOMORROW 
Caldwell InraOBp 

Lasmo 9Vfe% Nte 1999 £950X1 

Limited $0-13 

Petsrhouse2p 

Santander Fin Issuances Sb 

Und VRN $4248.61 

Toda 5% Bd 2000 Y50000CL0 

■ WEDNESDAY JUNE 17 
Archimedes inv Tst 13p 
ArienO^p 

BATM Advanced Comms 

$0005025 

BerlsfonJ 3.2p 

■Chase Manhattan Sb FRN 2009 


THE WEEK AHEAD 


SI 4854 

Dairy Farm tnt (Bermuda) 
$0.0435 

Do {Jersey) $0.0435 
Do (Singapore) $0.0435 
Horikong Land (Bermuda) ' 
SQ.0S5 

Do (Jersey) SOJ085 
Do (Singapore) $0,085 

Hongkong & Shanghai Banking 
Prim Cap Und FRN (Ser2) 
$75.87 

Jardtne Matheson (Bermuda) 
$0,172 

Do (Jersey) $0,172 
Do (Singapore) $0,172 
Jarcine Strategic (Bermuda) 


Do (Jersey) $0,099 
Do (Singapore) $0,099 
Marubeni 4.6% Nts 1998 
Y46000a0 

Midland Bank Und Prim Cap 
FRN (Ser 3) S305J23 
Norwich Union 7.75p 
Prestwick 04p 

Royal Bank of Canada Fttg Rate 
Db 2085 $150.14 

■ THURSDAY JUIE 18 
Aquarius CMrtl Sec FRN 2000 
$285.95 

DFS Furniture 4.4p 
Flash Ser Theta FRN 1999 
Y323236.0 
Fortis Amev FLl .48 
Japan Airfines 4.6% Bd Jun 
1998 Y46000Q.0 
Kobe' Steel 7.1% Bd 1998 
Y71 0000.0 

Lloyds Bank -Ser C VRN 1998 ■ 
£193.14 

Memuy Keystone tnvfip 
Northern Venture Tst 1.5p 


Princedate 0.i5p 
Shiloh 3-25p 

THFC 834% Db 2016/21 0L375 
Yasuda Tst (Luxembourg) CTd 
FRN 2000 $15041 

■ FRIDAY JUNE 19 
Air London Int 3p 
Alcan Aluminium $0.15 
American Int $0,075 
Anglo American Gold R5J5Q 
BP America 9Vi% Nts 1998 
BPS . q 

Bank of Scotland 6Ap 
Birmingham Midshires FRN 
2000 £192.19 
Slagden Inds i5p 
Dunedin Smelter Co's Inv Tst 
3.5p 

F & C PS* trw Tat 1.8p 
Goshawk Insurance 1.7p 
intercare 3 

M & G Equity Inv Tst 0-95p 

Do Units OJ35p 

CXd English Pub 1.8p 

Rackwood Mineral 2J3p 

RMSL7p 

Ted Baker 3p 

UPF 1.7p 

Westpac Sec Adrian Class A 
Mtg Bckd FRN 2028 $1343.43 
Do Class B $1519.92 

■ SATURDAY JUNE 20 
Essex & Suffoflt Water 3%% 
Perp Db £1.75 

Do 4% Perp Db £2.0 
Do 5% Perp Db £2.50 
Haasfism 5.6% PI 2.8p 
Thistle Hotels 7%% 1st Mtg Db 

pn? ? £3.9375 

Do 10%% 1st Mtg Db 2014 
£5.375 


UK. COMPANIES 

■ TODAY 

I COMPANY MEETING: 
Hfgfibury House Comms, 
Temple Suite, New Barbican 
j Hotel, 120, central Street, 
Cfertenweti, EC, 11.00 

I BOARD MEETINGS: 

Finals: 

British Steel 

Cadcentre 
Faupd Trading 
Northumbrian Fine Foods 
Partners 

Robert Wiseman Dairies 

Saltire 

Sterling bids 

Tamaris 

Wymrstay Props 

Interims: 

Pyffes 
ICC Bank 
Unfcrak 

■ TOMORROW 
COMPANY MEETINGS: 
Btegden industries, Founders 
Hal. 1, doth Fair, EC. 12.00 
Northern bivestors, Vermont 
Hotel, Castle Garth, 

Newcastle upon Tyne, 

1.00 

Revelation Piccadilly, 

Memory Crystal, 31, 
Southampton Row, WC. 3.00 
Taylor Nelson, Westgate, W, 
11J30 


BOARD MEETINGS: 

Finals: 

Business Post 

Cedwdata 

FKi 

Portsmouth & Sunderland 

Interims: 

Braktock 
Denmans Elect 

Eurotherm 

Hazelwood Foods 
Securicor 

■ WEDNESDAY JUNE 17 
COMPANY MEETINGS: 
Shiloh, Holden Ford, Royton, 
11.30 

Taiwan Inv, 11th Floor. 
Knigtitsbridge House, 197, 
Kn^htsbridge, SW, 10.30 

BOARD MEETINGS: 

Finals: 

AIT Group 
B r adford Prop 
CLM Insurance 
Courts 
Rebus Group 

Interim: 

Nursing Home Props 

■ THURSDAY JUNE 18 
BOARD MEETINGS: 

Finals: 

Garrard 

Limit 


Martin Currie European inv 


WT Foods 

Interim; 

Lonrtio 

■ FRIDAY JUNE 19 
COMPANY MEETING: 

PPL Therapeutics, Hambros 
Bank, 41, Tower HiD, 

2.00 

BOARD MEETINGS: 

Finals: 

Hampton Tst 
Latehways 

Martin Currie Smaller Co's 
Inv 

Company meetings are annua/ 
general meetings unless 
otherwise stated. 

Please note: Reports and 
accounts are not normally 
available untfl approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

This list Is not necessarfly 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of Imminent 
announcements. 


CONFERENCES & COURSES 


CONFERENCES 



Conferences 

& 

Courses 


-JUNE 10 
In-Trade *98 

Ii m U riDn lo meet the Sharjah Chamber 
of CoBUBnxdekt/tiao, Shaiph Airport 
Im p n a ti o na l Roe Zone. Hamriya Poe 
Zone and Sharjah Cnwnuci cc ftTooristn 
Development Authority, at a cpecial 
| briefing '‘Decide on Sharjah." wirhnr cbe 
t mtrihiiirav finm 1.30 pm B> 230 pm CO 
10 lone- Of special interest to UK 
CBnpnlei Involved in aueiaMiag, 
storage, distribution, transhipment, 
processing, canning and packing, 

OJnnoia 2. LONDON 


JUNE 22 & 23 
The 21* Annual FT Wortd 
Gold Conference 
Confirmed speaker* include Mr Peter 
F*ra, Chairman. LBMA, Bead ' of 
Precious Morris. HSBC Midlawi; Mt 
B obby Gotten. Chief Exearive Offlcet 
Anglogold; Dr Stewart Manny. Chief 
Executive. Gold FMde Mineral Services 
Ltd; Dr Rudolf Ttink. Bsad of Treasury. 
Strraegy Division, Austrian Nation! Bank 
and Mr John M Wfflaou. President and 
Gnef Executive Offixt; PhcwEtome tet 
CnotscC Sarah CHbb. FT Conferences 
TO 144171 8P62SW Bu +44171 896 2W6 

EmaiL sarahg&pearKm-psmaan 
fa BARCELONA 


JUNE 23 

Befnfmr on Strategic Issues 
facing the ESI 

• Economic efficiency (regntahon. pricing 
and security! and bow efficiency and 
a da b ift y can be B Wft j nrrt • Security of 
upply In term* of generatian/fnel 

snd network capBb&ixy /security. 

* Soisemral ananBemenoi developed in 

■" Tfff* , * ltn * T atld needs. 

fvwiipt- i w ^ ' it i irinn nf EleenlcBl Bipinceg 
+44(0)171344 5433 
bias TVsday. 23 June 1998 H)ain-5j*a 
Bmagiitt l rol pto -o t frak 

Hckets cose £20.00 


Tbl: +44 (0)171 467 7100 
1 JSc +44 (0)171255 1472 


The Cfaallenge of Change - 
OneDay Wmtsfiop 

An opportunity tor aerdor 
managetslD pertidpeta In a 
tadStatad workshop al the and o( 
which participants w« have; 

• Adearunderstancing of 
Leadership Challenges for the 
nawmBenlum 

• An undarstandng otwhai H 
lakes to make teamwork reedy 
happen 

■ Concrete kfeas to tackle issues 
aflecMnglrx*vltfualper1ocrnarice 
The day.wd tadude presentations 
tram tin» recognised Key Note 
Spoahers- 

Co rt acfc Joanna Wfflatns. Till 
1M: 01964 7B4100 
Faoc; 01 564 793033 


JULY 14 

Tint Mining for Bustoess 
Inteiflgance 

Amdrmfc Infamraticn E*tosctk» from 
new* text for Bittiness Intelligence; 
integrating text (dan) mining into 
business decision making; ex t racti n g 
knowledge pnarras from text. Speaker* 
from specialist orgamsaiioos include 
SUL SAS^Anite. Digital Equipsnoot On, 
UNICOM. C 01895256 4S4j 
£01895813095 inlb0unicoau»iafc 


27 July -10 August 1998 

zwmmmm 


SEPTEMBER 3 44 
FT World Aerospace and Air 
Transport Con fe rence 
Distinguished speakers include Neil 
Kinnock, Member of the European 
Commission. Adam Brown. Airbus 
Industrie: Robert Ay ling, British 
Airways pie; Pierre Jeanniot, LATA; 
John Wesmr CBE. Bridsb Aerospace 
pic; nd C3rris Avery, Paribas. 

Cbaace Joanna Edwards. 

FrC aifer eoc e s 

TO: (+44) 17] 896 2555 

Ac (+44) 171 896 2696 

Email: fic#pe a r ro p-proJoni 

wwwJtau uf ereocescopr 

LONDON 


The 17th Congress of the 
Wortd Energy Council 
wffl ham 19,000 sq. metetB of 
astfifbH space and over 8,000 
dstogatw from 100 nations. 
Congress sessions wfi discuss 
how advanced tBchnologias wffl 
support human progress Into the 
naod mBsnnium by the eflidant 
uSteaSon ot existing energy 
resources and the development o( 
unoonvenlional resourees. 

Topics include: The Greening of 
FossO Fuels: Global Cftnate 
Change; Energy in 2050; Concepts 
k)r a Sustainable Future. 

TW: (toll-free) B88 234 4392 
TO (outside USA) 202 331 0415 
wwa n wa cflac ongressjorg 


Inspiring change 


London 


JULY 6 4 7 

FT Corporate Property 
Conference -Winning 
Strategies tor Business and 
the Financial Community 
This FTConfererKe wil] consider die 
increasing importance of pngmty, both 
as a balance sheet and operarimal asset 
The importance of financial markets 
and professional service provider* win 
aboteaddrcHcdl 
Contact Lucinda Roberts, 

FT Conferences Tbl: +44 171 8962120 
Parc +44 171 896 2686 
E-ma3: Oa^pearsoo-praconi 
wwwflcadferaaceuooi 

LONDON 


totort Eitti—Ng IMwrilfi Imkk 

Year gnqoo oppon u nity to take pn at 
our Sommer Stxrioa. to-dqsb Sudy A 
CbnfUEuxs. 2 weeks nobttioatibe 
end of Ibe ereac ■ Diploma io Bnrams 
Adnfadittaik» from Robert Kamedy 
UavetevZuridr (AGEm&edS 3 rao. 

■ Spcrfns float hmbw tenia 

■ IbagkbyprofettocarwefUwide 

ftw 

■ BdJ-tkneBurty » obrrina Swiss 
hmmksnl Qtpioas 

■ OpcnredKaoadnlssiooi 
nptenmil 

Tkol cast Ihrsl 15 days EMM 
tadudfagtEpiemafem, 
eonhreoecs, wodoAop ft uMcn 
Qssscc >+■ 

*4J 1 9083miUeBa44l 1 3083500 


JUNE 23 & 24 
totroduction to Foreign 
exchange and money markets 
Ready for the EURO! 

Ifaining in FX and money market* and 
the introduction of ike EURO - 
featuring W1NDEAL dealing a nn a te - 
bon. for Corporate treasury penorad. 
trainee dealers, bock office and ayutran 
devdopmenr naff. OBP575JO + VAC 
Lywood David International L*L 
Heh 44 (0)1732 463014 
Fbc 44 (0)1732 4630)5 

e+naO: Mioing&tywoodHtevidxorik 

LONDON 


.JUNE 22- 24 
totroduetton to Patroteum 
Economics 

Organised by The InsUorlc of 
Pordom. tius Course concoanJte* oo 
the ftnrcture of the oil mdustry, *e 
geopolitics of ofl nod ibe woridng rftha 
.principal auWs It is aimed at 
fam fteanaitfcoiiimanw 
service companies, analysts and 


LONDON 


JULY 7 


1998 ICAEW ANNUAL CONFERENCE 
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lotenafiaMl Rote Mate Ftenca 
Cote nranca “Creating a New 
Synergy: Global Partemihlps 
la RmI Estate Fhaaea" 

Sponsored by the Mongage Bantam 
Assodolkm d America (MBA). The 
oily bramadonal real stta flnanca 
caafsraacadavDMajinoitoaoa 
ftu a ie a p m fea ato n te r ton ddaana 
d nsfloR*. Sesrians cow recent 
davatopnttrtskitharasiAjnfelttid 
cotiunereial socton In anrapng 
markats, Toplos hekate mutfawal 
maMty. Qoransnaw poBcy po re pan d ra. 
aeecndtty sytawn*. bssni ml o ofl l lew 
hcocna houstao, faioiwteva ttchnotogy 
md trade bankas. 

For further Wbnnobon contact 
HBSA IntsnmUofiBl PMskMl 



Maui, HawaH, USA 


SEPTEMBER 15 & 16 
The 2 nd FT World Water 
Conference 

Confirmed speakers include Mr WJ 
Alexander. Chief Executive. Thames 
Water pte: Mr Prrben Nielsen, Manager. 
Water Supply, Urban Development A 
Housing (West] Division, Asian 
Development Bank; Mr Jan Prins. 
Managing Director, Special Industry ft 
Projec t Finance, ABN AMRO Bank NV 
and Dr Leon Aweriach. Vice Prexkteni. 
Senior Regkanri Representative Middle 
East. Ovcneaa BecbteL 
CoOtxc Saab Gibb FT Conferences 
-Ed: +44 171 8962630 Be + 44 171 8962696 
Email: fcCpeaomi-lxacam 

LONDON 

OCTOBERS 
Consolidate *96 

Europe's most popular event in group 
tmanrhii le pa ihig nysKuu, ao mde d by 
more than 400 finance directors, 
cantraOere and system* scconmanK. 
Featuring real time benebmarking™, 
leading edge caae studies and the 
world's best conaoliduioa products. 

Tb book. csU: Forum Oaafaatces 

+44(0)1814452688 

or fex +44 (Q)181 4457172 

Cafe RoyaL LONDON 

OCTOBER 14 & 15 
The 10th Annual FT World 
Mobito Communications 
Conference 

This annual FT conference has once 
■gain stnncKd tn itno ro a ri q n al atxfience 
of senior executives from the mobile 
indutry. Speakers include: Mr Hans 
Snook, Orange pic; Mr Tta Samples, 
One 2 One; Mr Gerhard Schmid. 
MobileCom AO. Enquiries: Sian 
Tanasurt 

TO: 0171 8962626 Ftac 0171 896 2896 
e-mail: luanfi&peareoo-pnuain 

LONDON 


VENUES 


Conferences 
& Courses 


To advertise conferences, exhibitions, 
trade fairs, conference venues and 
training courses to approx 1.2 million 
readers worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
lax +44 171 873 3765 
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OCTOBER 20421 
The 2nd Utflfty Confess 
- The Competitton Audit 
A two day conference and exhibition 
organised by Utility Week magazine 
will address key iarucs facing the utility 
mdasoy. Speakers mdode: Ptul Nolan. 
firMsfi Gas TVadiog; Kdtb Orchisan. 
electricity Supply Association or 
AastraBa; John Easton. Edison; Chris 
McBcc. Angfran Ifroer, John Robots. 
Sketricity Assoaafioo, ftfifcc Berm*. 
London Electricity 

Tel: +44 181 6523818 
Fuc +44 181 652 3482 

E-mafl: angda-JtxietghbLooJit 

BRIGHTON 


OCTOBER 28 

The 3 rd Annual FT Dtamonds 
Conference 

This year's meeting will provide a 
unique opportunity to grin insight into 
the laiesi developments in the world 
diamond industry and a powerful forum 
u network with pote nt i a l partners and 
diems. 

Qui tte r Sarah GB*. FT Conferences. 
TeL +44 171 896 2639 
fax: +44 171 896 2696. 

E-nxriL- aarrirggtpenrscm-pracoa 
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LANGUAGE COURSES 


JULY 1-3 
BPP Training* Consultancy 
Understanding Investment 

llanaganwnt 

Per tittle oew ® ibe iakatry ft*n fl*»e 
providing a wrvice 10 tl» rnresumu 
rector. Thorootfi oravie* 
of tir wrekmgs of investment managers 
& the markets d»y openne in pbus Ite 
buics of settiemtat ft gloted cuuody 
• PiaxlmanaBBS ft ft** ayl a* Portfolio 

gjeoria • Wortd equiiy ft bond mmkoB 

» SiOteaaaHR ft ewwdy • Vhlnatioii ft 


Pn n««« 

TO8171 8444 Roc 0171 628 J8I8 


• JULY 1-3 
^Evalusflfig Banks 

V frmfcfaf; Sirfierririon and Regeb**® 
> • FfnaKml Information * Key Ratios 
and Capital Adequacy * Poliriori. 
Economic, Social and Tedmolop^ 
Sidu * Country Ride EapoBW ^riysfe 

• »Bnergh«Martea* T* *** ctCadk 

Rttkrg Ageorics 3 Boy* + T/S 

Ooraacc fiWdoTrainiuS ® Conratittfi 

New Address: 

lLombard St, EC3V 9AA, London 
TfcbOWl 929 6633 FW: 0171 9» 66-4 
- Emait teJlh^Wrtiu 0 ^*" 1 

.Intenjcctep^/w^-*" 0 ^ 

-4h IjQNPON 


CENTRAL LONDON 

JULY 2 

Tm Step* to Tu rnaround 
and Restructure a Buslnesfr 

In Korea, and Obtain 

International Investment 
Capital 

A practical workabop on how to 

mSiaA ««> 

ffim^rporett Cenw; 

ml CftK Oorpcaritai 
TeL' USA 949477 6299 
fax: USA 949 4779211 - 

E-Mark jPrittx^OXoopctcron 

SctraL KOREA 


COURSES 


Conferences 

& 

Courses 


'W LY2 ‘ 3 * ^ 

BPP Training* Consultancy 


An introduction to swaps for mmcc 
dealers, sale* people, audnora, 
investors— Hi^tiy practical Cpun* 
covering ibe nrucmiie, use & vahnaion 
of tec comteoa map types, wite an 
overview of trading pnetk* * aarential 
mathematics. • Development of the 
msftet* fcMren me swaps ' Cmrency 

aKTsasar'** 


S?0I7I 628 8444. PSx: 0171 6387818 


JULY 6 -a 

Facility Documentation 

• Type! of Borrower and ihelr legal 
identity • Facility Letter* and 
Covenants, Letters of Comfort 

• Lending. Gnaraniec and Security 
Docnmematioo, Registration Proce- 
dures • Fixed and Rotting Charges, 
Priorities • Legal Requirements and 
Obligations. Regulatory Environment 

• Common Mistake* and Problems, 
DeaSng wiA Defalks 

3 DAYS £»5 + VAT. 

Contact: bimUD ♦"■"fog ft consulting. 
New Addrere - M Lombard Sc EC3V 
9 AA, London TO: 0171-9294633 
Fax:0171-92 9-6644 

By prfl' hP 1 ^li^Hi i -^ iii i 
famuct 

LONDON 

JULY 13 -15 

Ffand tneonw Securities 

a Government Bond Markets 

• Domestic Markets • Eurobonds 
a Issuer*. Investors tnd httS Hn odia ries 

• Primary and Secondary Markets 

• Bond Trading Strategies • Hedging 
sad Bond De riva tiv es 

3 DAYS £975+ VAT. 

Contact bii i+fc i training ft. cowulting. 
Near Addrcm - 1-6 Unflarf Sv BC3V 
9AA. London 
TO 0171-939-6633 
fas 0171-92+6644 

ftwll: l .vr - ^y-i.lnn ffivm 


CENTRAL LONDON 


LONDON 


Tbo A1 Codarenc* Group fc an 
hfnrmadon offlea oovnring #» area cn 
Soute Waat UncrinsUre. SntaB to 
modum aired venues IrcbJdno cauntiy 
goti hotate, undent caecNna i™». non- 
rnldantri surety homes and rariduniia) 
historic iranrinna wa typical ol me 
muBsarctraJlh* town* olt^andran 
and BtsmtonL far more Wonriaton 
about our hea uaraM indkig sanrica 
and oatair grids contact tha Iburiem 
Cflto on: 

01478 5Hn 01 


JULY 13 -17 
Knovrtadge Management 
Series 

S days covering different aspects of 
KM. Keynote preaemation by Fortune 
Magazine** Ibn Stewart, anlbor Of the 
best (diet "tawUeemal Capital: The 
New Weal ih of Organization*". Aim 
Wadd Bank’s experience of Knowledge 
Sharks Other presemere-mdude CSBic 
Cl ty UniversiQ> Business School; 
ImechE; Royal Mail; Knowledge 
Axsociaica; Conduit: Autonomy; 
INSEAD; Coopers ft lybnnd. 
UNICOM. 1 0IS95 256 48* 
fi 01895 813 095 infb@usaCOaUM.nk 
LONDON 

JULY IS -17 
Connnardal Mortgages 

* Mortgage Marksf-lendere. Routes to 
Market. Products and Competition 
Freehold and Leasehold test. Searches 
and Registration, and Pro p erty 
Legislation • The interpretation of 
faiffwiiV it Professional .Wloatiosa 

* Analysts Ruanda] Statements +The 
Legal Capacity * Documentation 
■ Reydagiry En v ir o nin c flL 

3 DAYS 095 + VAX. 
f~ihw hiiT+mt tmi i' iw g ft consulting. 
New Address - 1-6 Lombard Sb BOV 
9AA, London 
TO 0171-929-6633 
Fag 0171 -9 29j644 
Fmritt Wti+^u^i hh . ^uu 

httnuee tHpcf/www.lurcfftLcoa] 

' LONDON 


To advertise in 

Language 

Courses 

Please contact Jade Sanderson 
on +44 (0) 171 873 3507 


LANGUAGES ■WWIWWWiiWWW 

FOR BUSINESS 

♦ TMoredteboo to husness people 
i • Cones for retodoab and groups 

♦ hcomewiy or « our c s*m m 

London, OxtoiL Bngbton, Kent and k \»/r^ i g Fc I • fcS 1 

EMugh 

♦ Expert tearing in over 40 
brrguag« nctofctg EflgSsh 

RagoM Unguapbooa | 

31 John Mm Sl, London WC2N6HX 
Tstenhone: 0171 839 

fa* oi 71 839 3677 Did your test meting overseas go as wed as you had 

hoped? No ? Why not ? Did you lose out to a competitor 

who did speak the language of the customer ? 
Don't let ft happen again - 

Call BERLITZ for details of 'Doing Business In' 
FrafKrftfGmmafWSpanish NOW on 

0171 - 915 0909 
0121 -643 4334 
0161 - 228 3607 
0131 -226 7198 


Helping the World Commumcafe. 



Language 

Courses 


To advertise contact Jade Sanderson on +44 171 S73 3507 or Fax +44 171 873 3765 












26 




FINANCIAL TIMES MONDAY JUNE 15 1998 


CURRENCIES & MONEY 


All eyes on the yen ... 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


Qrtg Q aa* -BMta OstffiMri On bndBi itmoob oh Mol Jbai2 

Btoym on (toy arad be m «A Hat Mj> ft® W» 
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By Daniel Dumber 


One currency will be 
attracting the world's atten- 
tion this week: the yen. 

Last week, the currency 
set a new seven or eight-year 
low each day, as poor eco- 
nomic data from Japan piled 
up and the United States 
made clear it was not plan- 
ning any immediate inter- 
vention on forex markets. 

As the yen plunged, cur- 
rencies from Malaysia to 
Mexico touched or came 
close to record lows. 

Both the Australian and 
the Canadian dollars tum- 
bled. with the Australian 
currency coming close to a 
12-year low and its Canadian 
counterpart fallin g further 
than ever before. Even the 
O-Mark suffered from the 
general (light to the dollar. 

As a result, the yen's 
behaviour win be even more 
closely tracked across the 
world this week but with 
Japan now technically in 
recession, analysts say there 
are tight limits to the boost 
the currency can receive 
from any Dositive news. 


ESFiS 

WORLD INTEREST RATES 


“The market is keeping its 
eye on dollar/yen; it is 
looking likely yen weakness 
will continue." said Ros Lif- 
ton. senior currency analyst 
at HSBC in London. “The 
O-Mark has been sidelined 
and, even though it should 
be poised for recovery, it will 
get thrashed about a bit as 
the Asian currency crisis 
goes on." 

The latest effects of the 
crisis may be seen in Japan’s 
balance of payments figures 
for April, due to be released 
today. 

Outside Asia, the US will 
be issuing its May figures for 
consumer prices, industrial 
production and housing 
starts on Tuesday. 

France. Italy. Spain and 
the Netherlands will all be 
releasing their statistics for 
April industrial production 
during the week. 

On Friday, Germany will 
issue statistics on M3 growth 
for May. The UK will issue 
the retail price index for 
May on Tuesday, average 
earnings data for March on 
Wednesday and retail sales 


for May on Th 
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German data may signal rate rise 


FT SYNTHETIC EURO RATES 
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German money supply 
figures are not the market 
movers they used to be, 
especially given the 
approach of the single Euro- 
pean currency, bat this 
week’s data may stffl be use- 
ful in assessing whether the 
Bundesbank will raise inter- 
est rates before the end of 
the year. 

The data are expected to 
show a slight slowing in the 
annualised growth rate to 4£ 
per cent in May. according 
to HSBC Markets. 


The two-day European 
Union summit is not expec- 
ted to have any g ignffiremt 
effect on leading marke ts, 
al tho ugh the eastern Euro- 
pean bourses Will be awrlwia 
fOT news on gnlKTgpmwit 

From today, a nutnher of 
changes wflj be made to the 
FTSE Euro top 300 basket: 
out will go Next, the UK 
retailer; Smith & Nephew, 
the UK healthcare group; 
Sydkraft, the Swedish 
energy group; Electrafina, 
the Belgian holding com- 
pany; and VEW, the Ckr rman 
ntuity. The last three fell 
foul of liquidity screens. 

Replacing those five will 
be Ergo Versichernng, the 


German insurance group, 
Stagecoach, the UK trans- 
port company, Bouygues. the 
French construction group, 
Portugal Telecom and Banco 
Comerrial Portugues. The 
last two have made it into 
the vnrimr m the wake of the 

fandrariiwi of Portu gal folrm g 
with Greece) in the FT/S&P 
Actuaries World index. 

European markets ended 
last week In g loomy mood, 
with file FTSE Eurotop 100 
index dropping L 9 per cent 
or 56.03, to 2,788.79 on Fri- 
day. The broader Eurotop 
300 feP 2 2.73 to t22&78 and 
the FTSE Ebloc 100, compris- 
ing «vnpaTn<>g m countries 
set to join the single cur- 


rency, shed 2£ per cent, or 
26-31 points, to 1+01337- 

The worst performing sec- 
tor on Friday was electron- 
ics, which dropped &2 per 
cent. The fall followed a 
profits warning from ASM 
Lithography, the Dutch 
semiconductor equipment 
maker. Philips, which holds 
a majority share In ASM. 
dropped Ecu 6.0 to Ecu 77.64. 

One of the few sectors to 
advance on Friday was phar- 
maceuticals, which benefited 
from renewed bid specula- 
tion. Smithgline Beecham 
gained Ben 0.3 to Ecu 11, 
while Novartis rebounded 
from Thursday's loss, rising 
Ecu 3L3 to Ecu 1.442AR 
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At Credit Suisse First Boston, we look at both sides of the coin. The introduction of the 
euro will effect a momentous change, not only in Europe but across all financial 
markets. Credit Suisse First Boston is unique among the world’s leading investment 
banks in Hs combination of global reach and resources with European “home market 1 
presence and capabilities. Change means opportunity. 


CREDFT 

SUISSE 


FIRST 

BOSTON 


THE GREATER THE RESOURCES, THE GREATER THE POSSIBILITIES. 
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The installation of Rockwell Automation 
systems helps Compaq sove both time and 
money in assembling their computers. 
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FT GUIDE TO THE WEEK 


MONDAY 15 


Welsh EU summit 

Britain hosts a European Union summit in 
Cardiff, Wales, which could take Anal 
decisions on launching a single European 
currency. The meeting starts with 
' discussion of national employment action 
plans and economic reforms. Talks on 
the future of the union and how to make 
it more accountable follow. The afternoon 
session wUl focus on Agenda 2000 
proposals for international reforms and 
enlargement and in the evening the 
leaders dine with Queen Elizabeth. On 
the second, concluding day, EU leaders 
meet South African President Nelson 
Mandela. 

International justice 

Kofi Arman, UN secretary-general, wiH 
open the Diplomatic Conference on the 
International Criminal Court in Rome. The 
Court Is to be set up to ensure people 
accused of genocide, crimes against 
humanity and war crimes (and possibly 
also aggression) can be tried in an 
international court when national legal 
systems are unable or unwilling to 
prosecute. The conference, which will run 
until July 17 and wiR be attended by 
more than 120 states, has been 
convened to finalise foe treaty that wifl 
establish the court 

St Vincent votes 

Sir James Mitchell, St Vincent's prime 
minister, win stand fen what is widely 
expected to be his last general election. 

If his New Democratic party loses, he wHI 
retire immediately, but a victory will see 
Sir James handing over the feeders hip of 
the party within two years, according to 
senior party officials. The NDP's main 
challenge is expected from the United 
Labour parly led by Vincent Beach e. The 
ULP was helped In its campaign by the 
British Labour party. David Locke, a 
Labour MP and private parliamentary 
secretary in the Lord Chancellors office, 
spoke at several ULP meetings. 

PC Expo kicks in 

Compaq Computer chief executive 
Eckhard Pfeiffer is among keynote 
speakers at the PC Expo trade show 
which opens in New York. 

Over a barrel 

Technical experts from the Organisation 
of Petroleum Exporting Countries meet in 
Vienna with prices at their lowest level In 
real terms for a quarter of a century. 

Saudi Arabia, the leading Influence in 
Opec, has called on other oO producers 
to support its recent pact with Mexico 
and Venezuela to reduce production. The 
meeting is in preparation for the oil 
producer group's summer ministerial 
conference on June 24. 

On Tuesday, influential oil producers in 




Although not an official sponsor, Nike is crushing the opposition underfoot in the battle for pubfcfty at the World Cup soccer townament bi France 


the Gulf Co-operation Council - Saudi 
Arable, Kuwait, United Arab Emirates, 
Qatar and non -Opec members Bahrain 
and Oman - meet in Ryadh to discuss 
a concerted move to prop up 
prices. 

Talk of value 

A conference on “Value-added analysis: 

linking strategy and corporate 
governance to drive superior shareholder 
returns" sponsored by Credit Suisse First 
Boston opens in New York. The 
conference includes talks by executives 
from Tribune Company, Continental 
Airlines, The Gap and Compaq. 

Soccer 

World Cup finals. Group F, Paris: 
Germany v USA. Group G, Marseilles: 
England v Tunisia. Lyons: Romania v 
Colombia. 

FT Survey 

Italy. 

Holidays 

Argentina, Colombia, Venezuela. 


TUESDAY 16 


Greenspan testifies 

Alan Greenspan, the Federal Reserve 
chairman, and Janet Ye! fen. chair of the 


Council of Economic Advisers, are 
among those testifying before the senate 
Judiciary Committee in Washington on 
“mergers and corporate consolidation in 
the new economy". 

Emergency phone 

Governments meet in Tampere. Finland, 
to June 18 under the auspices of the 
International Telecommunication Union to 

adopt an international treaty that will 

make It easier to Import telecoms 
equipment for disaster relief. National 
legislation covering the import and 
licensing of telecoms equipment can 
hinder or even forbid the entry of 

emergency supplies needed by 
humanitarian agencies. 

Kyoto target 

European Union environment ministers 
wiii try to reach agreement at a two-day 
meeting in Luxembourg starting today on 
how to cut greenhouse gas emissions in 
line with an international deal concluded 
in Kyoto, Japan, last year. The EU must 
reduce gases irtdudng carbon dioxide 
by 8 per cent by 2010 but wfll apportion 
each of the 15 member countries 
different targets. Ministers wffl also 
review negotiations with the motor 
Industry for reducing carbon dioxide 
emissions. 


Soccer 

World Cup finals. Group A, Bordeaux: 
Scotland v Norway. Nantes: Brazil V 
Morocco. 


Holiday 

South Africa. 


WEDNESDAY 17 


Trade talks start 

Negotiations fa- a Free Trade Area of the 
Americas open in Buenos Aires with the 
first meeting of the Trade Negotiating 
Committee, at vice-ministerial level. 

Soccer 

World Cup finals. Group B, St Etienne: 
Chile v Austria. Montpellier: Italy v 
Cameroon. 

FT Survey 

Kazakhstan. 

Holiday 

Iceland. 


THURSDAY 18 


Cardiff report 

Tony Blair, the British prime minister, will 
report to toe European Parliament In 
Strasbourg on the results of the Cardiff 
European Council Robin Cook, foreign 
secmtay, win also address the plenary 
session, summing up the six-month 


British presidency of the European Union. 
MEPs wffl also discuss the Middle East 
peace process, following the presentation 
of a report on EU co-operation with the 
Palestinian territories. A report on reform 
of the Common Agricultural Policy will 
also be discussed. 

Strain on the train 

European Union transport ministers 
meeting in Luxembourg will discuss 
proposals to increase competition fen the 
rail freight market The European 
Commission believes competition Is 
needed to make the industry more 
competitive with road freight, but several 
countries including France ague greater 
co-operation between rail companies is a 
better way to win business back to rail. 

Albanian connection 

The Centre for European Policy Studies 
holds a meeting in Brussels on "Albania 
and the European Union"; the main 
speaker is Ydriz Basfra, permanent 
representative of Albania to the European 
Union, 

Soccer 

World Cup finals. Group C, Toulouse: 
South Africa v Denmark. St Denis: France 
v Saudi Arabia. 

Golf 

Olympic Club, San Francisco: US Open 
(to June 21). Madeira Island Open (to 
June 21). 


Cricket 

First Test, LOrtfsi England v South Africa 
(to June 22). 

FT Surveys 

NetGain, the FTs Magazine Guide to 
dong Business on toe Internet (European 
editions arty): World Tourism: Courier 
and Express Services. 


FRIDAY 19 


Marking 50 years 

Germany begins the 50th anniversary 
celebrations for the D-Mark with .a 
ceremony in Bonn marking the currency's 
lasting stability and contribution to the 
country's post-war economic miracle. 
Besides Theo Walgel, finance minister, 
and Hans Tietmeyer, Bundesbank 
president, those attending wfll Include 
Wlm Dulsenberg. president of toe new 
European Central Bank - a reminder that 
the D-Mark Is to be replaced by the euro. 

Czech choice 

Czech voters go to the pons today and 
tomorrow belatedly to choose a new 
government after the ooflapse of Vaclav 
Klaus’s centre-right coalition over a 
political funding scandal in November. 

The early elections are Dkefy to result in 
the first ce ntre l o ft government since toe 
Velvet Revolution of 1989. The Social 
Democrats of Milos Zeman are running at 
just Linds' 30 per cent in opinion pons 
but it is not dear which parties they will 
be able to form a coalition with. 

Soccer 

World Cup finals. Group D. Paris: Nigeria 
V Bulgaria. St Etienne: Spain v Paraguay. 

Holidays 

Finland, Sweden. 


SUNDAY 21 


Malaria agenda 

The third Pan African Malaria 
Conference, sponsored by 
pharmaceuticals group Smith KB ne 





Beecham, takes (dace in Nairobi. 

Soccer 

World Cup finals. Group F, Lens: 
Germany v Yugoslavia. Lyons: USA v 
(ran. Group H, Paris: Argentina v 
Jamaica. 

Holiday 

Toga 

Campfied by Roger Beale 
Fax 44 171 873 3796 


ECONOMIC DIARY 


Other economic news 

Monday*. Japan's balance of 
payments for April Is the one 
bright spot fen the country's 
recent economic figures. The 
current account surplus is 
expected to increase by 40 
per cent to Yl,500bn. The 
trade surplus is also likely to 
be high, as imports fall away 
sharply. 

Tuesday: The UK's undertying 
retail price inflation should 
have fatten back to 2.9 per 
cent in May. after rising to 3 
per cent in April through the 
effects of government duty 
increases. 

Wednesday: Crucial figures 
on employment and average 
earnings in the UK economy 
are published. The previous 
figure showed earnings rising 
by a three-month average 
annual rate of 4.9 per cent, 
and was a factor behind the 
surprise interest rate rise. A 
number of forecasts expect an 
annual rise of 5 per cent, 
which might unsettle the 
financial markets. 

Thursday: The US balance of 
payments trade deficit for 
April is under pressure from 
strong domestic demand 
increasing imports, and Asia's 
weakness harming export 
markets. March's deficit was 
S13bn. and a similar figure is 
expected for April. 


Statistics to be released this week 


0 V 

ftslsiod Country 

Economic 

Statistic 

Median 

Forecast 

Previous 

Actual 

IMaeaari Country 

. Economic 

Statistic 

Median 

Foment 

PrevhMM 

ACM. 

Mon 

Germany 

May wholesale price index' 

02% 

0.0% 

Japan ' 

. May trade baf (customs cleared) notf Yf.ltn 

• Y732bn 

June 15 Japan 

Apr industrial production! 


-1.1% 

Thure Germany 

Apr hade balance- 

DMISLObn 

DM13JXxr 


Japan 

Apr shipments! 


-25%. 

June 18 Germany 

Apr current account 

DM25bn _ 

- DM9 ibri 


Japan 

May money supply (M2+CD}“ 

3.9% 

3.5% 

Germany 

May ffo West Business Ctknate Index 

900 

98.7. ‘ • 


Japan 

May broad JfouWHy^ 


2.4% 

Germany 

May Ito West balwice format 


2J> 

Toes 

Germany 

Apr retail sates reaft" 

-14% 

-05% 

UK 

May ratal sales' 

03% 

01% 

June 16 Germany 

Apr retail sales rati notf" 

-1.396 

1.5% 

UK 

May retai sates" 

35% 

42% 


France 

Mar current account! 

FFr1JL9bn 

FFr23 -Obn 

UK 

May M4- 

05% 

0.9% 


Italy 

Apr Industrial production*! 

-0.5% 

-1.0% 

UK 

May M4" 

0396 

• 10J% 


Italy 

Apr Industrial production" not! 

15% 

9.1% 

UK 

May M4 tending 

ESJfon 

27*n- 


UK 

May retafl price index* 

03% 

1.1% 

US - 

Apr trader goods/services 

-*13.1bn • 

-SI 3 .Obn 


UK 

May retell price Index" 

4.0% 

4J3% 

US 

Apr goodatearvfcos axport (baf of pay) $79.Qbn . 

*704bn 


UK 

May retail price index ex mortgages" 

2.9% 

3.0% 

US 

Apr goods/sarvices import (bal of . pay) $0L3bn 

$9241X1 


UK 

May public sector borrowing raqu'mentCLObn 

-£3.4bn 

Canada 

Apr mercharidtea exports!' 

1.0% 

-2-1% 


US 

May consumer price index 

02% 

02% 

Canada 

Apr imrcharicBee Imperial' 

1.0% " 

-1,2% . . 


US 

May consumer price index ex toad/«Vy02% 

03% 

US 

Jun Philadelphia Fad Index 

15J> • 

175 


us 

May housng starts 

1.56m 

1.54m 

US 

01 cterent account 


. -S455bn ' 


US 

May building penwte 


1.52m 

Fri France 

Apr Industrial production!” 

05% 

15% 


US 

BTM-Schrodara June 13 


-0.1% 

June 19 US 

May treasury budget • 

-S4O.0bn *■ 

-$124J3bri 


US 

May Industrial production 

03% 

Ol% 

Owing the week... 



. 


US 

May capacity utilisation 

815% 

81.9% 

Japan 

May Tokyo department store sates" 


•74% 


US 

May real earnings 


-0.8% 

Germany 

May M3 from 04 97 base 

4.7* 

4.7% 

Weds 

UK 

May unemployment 

-12k 

-IBk 

Germany 

May M3 from Q4 98 base 

.4.8% 

4.7%. 

June 17 

UK 

Mar average earnings 

5.096 

4JJ% 

Germany 

May private lending six months arm' 

8.9% 

8.6% - 


UK 

Apr unit wages 3 months" 

5.5% 

.5-4% 

■nwntfi on monft. “year on year. t»a»ora«y stated . . Stotktia, courtesy Steniani iPooCs uus. 


ACROSS 

1 Adorable yet cold and hurt- 
ful (8) 

5 Part of bible Blair's girl Is 

into (61 

10 No soft spread is perfect (5) 

11 In Erin perhaps anything ts 
more outrageous (9) 

12 Changeable person takes 
me ami Noel back after tea 

(9) 

13 Music-maker wanting disc 
ordered rang (51 

14 Stupidly hug son of Japa- 
nese ruler (6) 

15 Deny having one left in to 
be overhauled (71 

18 Dismay nun. ever wander- 
ing off (7) 

20 Placing one to seven (6) 

22 Message from taxi half mile 
behind (5) 

24 Caught on path behind 
open space £9) 

25 Sipped, say, to shift heart- 
buna (9) 

26 Free to part with nothing, 
admittedly (5) 

27 Devastating winger (6) 

25 Satisfied about stray hav- 
ing teeth! (S) 


DOWN 

1 Denomination of compan- 
ions going round old city 
( 6 ) 

2 Has. at Rank, broadcasting 
material (9) 

3 Green trademarks designed 
for food producers (5.9) 

4 Cutting bread on top of 
cloth (7) 

6 Pupil crying - because of 
his amusing blunder? (9,6) 

7 Not standing for dishonest 
behaviour? (6) 

8 Calmness of sentry I dis- 
turbed when grabbing key 
(8) 

9 Half-sister holds vase for 
famous artist (6) 

16 Private hotel has revised 
terms - ring in (9) 

17 Having a tendency to make 
oneself late? (8) 

19 Leftovers given out of 
church vessel (6) 

20 Family row over seniority 
( 7 ) 

21 Guard fed up with death (6) 

23 Essential vehicle is In 

reverses) 



MONDAY PRIZE CROSSWORD 

No.9,708 Set by GRIFFIN 

A magnum of Laurent Perrier Rase champagne for the first correct 
solution opened. This prize Is available only to winners Hirin g fo 
England. Scotland and Wales. Winners with overseas addresses will 
receive a stainless steel FT desk dock. Solutions by Thursday June 26. 
marked Monday Crossword 9.696 on the envelope, to the Financial 
Times, i Southwark Bridge, London SEl 9HL Solution on Monday June 
29, Please allow 28 days for delivery of prizes. 


Name. 


Address. 


Solution 9,696 



EUROPEAN INVESTMENT BANK 
1TL 1,000,000,000,000 FRN 1995-2000 

In accordance with the provisions of the Notes, notice is hereby 
given as follows: 

• Interest period: June 15, 1998 to September 15. 1998 

• Interest payment date: September 15, 1998 

■ Interest rare: 4.69219% per annum 

• Coupon amount: m. 59,956 per note oflTL 5,000,000 

m. 599.558 per note of m. 50,000,000 


Agent Bank 


BANQUE INTERNATIONALE - 
A LUXEMBOURG! 



The Kingdom of Belgium 

US$400, 000,000 
floating rate notes due 
December 1999 
bi accordance otih the 
provisions of the notes, notice 
is hereby gaen that the rate 
of interest has been fixed 

at 5.625% bar the interest 


1398 to 15 December 1998. 
Interest payable m IS 
December 1998 will amoant 
to USS2.8S338perUSSIQO.OOQ 
note. 

Morgan Guaranty 
Trust Company 

JPMorgao 


TOYO 

CONSTRUCTION 
CO., LTD. 

U.S. $100,000,000 


Doe 1998 
(Coupon No. 10) 

In accordance with the coot 
of the Notes, notice b t 
afaen that for the sbHnooth] 

from 15th Jane 1999 u> 
D«*nber 1996 (103 fan 
Notes will carry an interest 1 
6.025 % pa Relevant hi 
Wrments win be » faflowc 

Notes ofU-S. SljOOOJX) 
US. 830^27i» per coopto. (1 

THE SANWA BANK. LM 

V ■ Agent Bank 


Winner of Puzzle No.9,696: B. Candy, M aid e nhead, 
Berks. 
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Italy 

Qualifying for Emu is impressive 
but, says James Blitz, reform is vital 
to preserve a place in the top flight 

Promoted to 
Europe's 
premier league 


~nrV; 

1 


He did it Two years after 
pledging to take his country 
into the first wave of the 
European single currency or 
quit, Romano. Prodi, Italy's 
prime minister, has pulled 
off the task that many 
people thought impossible. 

After years of uncertainty 
about whether Italy’s 
restructuring of its public 
finances was genuine or 
fudged, Mr Prodi has con- 
vinced his European Union 
partners that li ghtning cut- 
backs in the budget deficit 
are sustainable - guarantee- 
ing the country's entry into 
the first wave of monetary 

union 

As with the ID other coun- 
tries heading for Economic 
and Monetary Union, abso- 
lute certainty that the proj- 
ect will go ahead Is the driv- 
ing force of political and 
economic policy. 

For I talians who have long 
harboured the feeling that 
they are in the second divi- 
sion of EU states behind 
France and Germany, admis- 
sion to the single currency is 
final proof that they have 
entered what soccer fans call 
Serie A - the premia:' 
league. • 

For the Italian political 
establishment, whose 


instinct has always been to 
spend its way out of prob- 
lems. the single currency is 
a straitjacket tailored in 
Brussels. If it Is to stay in 
the Euro, Italy must carry 
out its pledge to contain the 
colossal debt burden built up 
over the last quarter of a 
century, reducing it as a pro- 
portion of gross domestic 
product at least for the next- 
three years. 

Despite qualification, the 
mood in Rome at the start of 
what Italians call the “dqpo 
I'euro" period is far from 
jubilant. There is satisfac- 
tion at what has been 
achieved but recent events 
have reinforced the convic- 
tion that Italy has many 
mountains yet to climb. 

The country suffered a 
considerable setback with - 
the collapse of file 15-month 
attempt to create a new con- 
stitution to replace 2948’s 
now unworkable one. 

The project fell because of 
an irreconcilable rift 
between Massimo D’Alema, 
the leader of the governing 
coalition’s Democrats of the 
Left, and Silvio Berlusconi, 
the leader of right wing 
Fcraa Italia. 

- The end of the . constitu- 
tional talks has raised the 


question of whether Italy 
will ever acquire the 
long-term political stability 
that it urgently needs. It has 
also created new tremors on 
the political landscape. 

The odds are that the 
event will not pose a threat 
to Mr Prodi 's g o vernment or 
bring on early elections. But 
the end of the talks has 
opened a new phase. in Ital- 
ian politics, one in which the 
parties of left and right seem 
willing to test the Prodi 
coalition's resolve on domes- 
tic and foreign policy. 

Mr Berlusconi, who faces a 
range of -corruption allega- 
tions. has spoken brashly in 
recent days of wanting to 
“Mck government out". 

The reconstructed Com- 
munists - on whom Mr 
Prodi relies for a majority - 
may try to build on the can- 
fusion created by the col- 
lapse of the reforms by again 
voting, later - this month, 
against the ra tificati on of a 
Nato expansion treaty. 

On the economic front, 
too. an element of uncer- 
tainty is creeping in about 
whether the framework of 
the Treasury's medium-term 
strategy hangs together. . 

terio AzegHo Ciampi. the 
Treasury minister, has 






Prato worthy: Romano Prod has confounded die doubters by preparing Italy for Emu and membership of the Europe’s political Serie A 


become one of the most 
respected finance ministers 
on the European stage, the 
guarantor of fiscal rectitude 
in the eyes of Italy's part- 
ners. Together with Mario 
Draghl. the increasingly 
powerful director general of 
the Treasury, be has turned 
his department into the mast 
efficient arm of government 

Yet Antonio Fazio, the 
Bank of Italy governor, has 
recently questioned some of 
their economic plans. He 
doubts the Treasury forecast 
that the economy will grow 
by 2.5 per cent this year, 
claiming it will be nearer 2 
per cant He has demanded, 
too. another attempt to cut 
pensions spending. Insisting 
that this is the key to fur- 
ther reductions in Italy’s 
high overall tax burden. 

The lading players in the 
Italian government are not 
just concerned about the 
short-term political and eco- 
nomic outlook. The overrid- 
ing challenge facing the 
country .in -the next few 
years - and the issue most 


on the mind of Mr Prodi - is 
that Italy must now carry 
out painful structural 
reforms if it is to compete in 
the new Euro zone. 

Few would agree with Mr 
Fazio's view that the early 
years in the Euro will be 
“purgatory" for the Italian 
people. But the reforms 
required - entailing job 
losses, cuts in the powers of 
trade unions, a turn-around 
in Italy's loss-making rail- 
ways and postal service - 
are more daunting than the 
budgetary adjustment that 
got Italy into the Euro. 

Change, albeit late - is 
taking place. It is happening 
on three broad fronts. 

The first, and most visible, 
response to the challenge 
from Euro has been the 
reform of the hanking sector. 

A wave of mergers over 
the last year has responded 
to fears that the industry is 
too fragmented and, hence, 
ripe I or takeover from bigger 
European groupG. Typical of 
the trend is the marriage of 
Istituto San Paolo di Torino 


and IMI which have come 
together to form Italy's big- 
gest banking group. 

Fears remain, however, 
that banking, like other 
parts of the Italian private 
sector, is still heavily over- 
manned. 

Secondly, an attempt is 
going on to clean out the 
Augean stables of Italy's 
public administration - one 
of the biggest handicaps to 
the competitiveness of Ital- 
ian business. 

Mr Prodi's government has 
made some headway. It is 
deregulating the retail sec- 
tor, ending rules specifying 
the categories of product to 
be sold in each shop, and a 
r e s tr u c tu ring of Italy's ineffi- 
cient central government 
ministries is also in its final 
stages. But a feeling remains 
that change is being slowed 
by resistance within the 
bowels of the civil service. 

The third cb allege - and 
the one that seems to tower 
over everything else - is the 
problem of the Mezzogiomo 
- the sooth of the country. 


Already one of the poorest 
regions of Europe, unem- 
ployment in some parts is 
close to 25 per cent and the 
south is growing at a much 
slower pace than the pros- 
perous north. This raises the 
fear that economic diver- 
gence within Italy will sound 
the death-knell for the 
region, turning it into a mis- 
fit in Euroland. 

Mr Prodi's administration 
is fashioning a policy of slow 
"bottom-up" development for 
the region, carefully identify- 
ing areas that need special 
help. But the trade unions 
insist that more must be 
done to combat the broader 
problems of poor infrastruc- 
ture, organised crime and 
low job s kills . This will be 
one of the dominant debates 
during the lifetime of this 
government. 

Standing back, the sheer 
scale and complexity of all 
these challenges - in the pri- 
vate and public sectors and 
in the Mezzogiomo - is 
daunting. The fundamental 
question facing Mr Prodi is 


whether painful reforms can 
be carried out by a fragile 
centre-left coalition that still 
relies on a barely reformed 
group of communists for a 
parliamentary majority. 

It is bere that the fate of 
the constitutional and elec- 
toral reform programme is of 
importance. 

If Italy's politicians can 
revive the reform pro- 
gramme. creating a constitu- 
tion that tends towards 
majority coalitions in parlia- 
ment, it may be easier for 
this government - or others 

- to carry out difficult and 
painful economic adjust- 
ments. 

But if this does not happen 

- and the reform effort fails 
for good - Mr Prodi will be 
forced to go on seeking con- 
sensus for painful and divi- 
sive economic reforms. In 
that case, his government 
may look increasingly like a 
technocratic aministration, 
one that fights the occa- 
sional fire but lacks the 
basic political strength to 
build a hew Italy. 
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ECONOMY ■ by James Blitz 
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The budget 
balances the 
demands of Emu 
and a domestic 
audience 

Carlo AzegHo Ciampi, Italy’s 
Treasury minister, got a 
pleasant surprise last month 
after his three year budget 
plan was passed by the Ital- 
ian parliament. Members of 
the Italian chamber of depu- 
ties gave him a one minute 
standing ovation. 

Such accolades are 
unusual in the chamber, 
especially when the recipient 
is an ex-Bank of Italy tech- 
nocrat with no political 
party of his awn. 

Yet, on this occasion, the 
ovation was justified. For 
not only did this year's bud- 
get document seal Italy's his- 
toric entry into Economic 
and Monetary Union. It also 
appeased demands from 
many deputies that, after 
years of fiscal restraint, the 
government ought to 
breathe a little life back into 
the I talian economy. 

For Mr Ciampi. now 77 and 
one of the most respected 
Treasury ministers on the 
European stage, achieving 
these two goals has been a 
difficult balancing act 

As part of the deal to allow 
Italy into Emu, the German 
and Dutch governments 
insisted that Mr Ciampi 
must pledge to reduce the 
country's debt burden as a 
proportion of gross domestic 
product over the next three 
years. 

The three year plan con- 
tains the necessary rigour. It 
pledges to reduce Italy's debt 
to gdp ratio from 121.6 per 
cent in 1997 to 107 per cent 
by 2001, partly through 
declining interest rates - 
and hence lower debt servic- 
ing - as Italy enters the 
Euro. 

But the debt arithmetic 
has also forced the govern- 
ment to pledge that it will 
maintain a huge primary 
surplus (the difference 
between revenues and 


expenditure excluding debt 
repayments) of 55 per cent 
of gdp for the next three 
years. This leaves little room 
for significant tax redactions 
over the medium-term with- 
out big cuts in spending. 

Domestic sentiment, how- 
ever. has forced Mr Ciampi 
to provide a few more palat- 
able measures. 

Because of the expected 
savings from lower debt ser- 
vicing, fiscal tightening nest 
year can now be the lightest 
in nearly a decade. The total 
savings from the budget will 
be equivalent to just 0.6 per 
cent of gdp. 

There is even room to 
bring down the overall tax 


because capacity utilisation 
in investment goods' indus- 
tries has now risen to record 
highs." says Daria Fornari, 
an economist at JP Morgan 
in Milan. 

Secondly, there are con- 
cerns over whether Italy can 
compete in the new Euro 
zone, carrying out the neces- 
sary structural adjustments. 

The huge wave of bank 
mergers in recent months 
has been a sign that one of 
the most vulnerable sectors 
is responding to the need to 
change. However, some 
economists believe that 
many areas of the private 
sector still do not under- 
stand the need to downsize - 


burden as a proportion of and cut jobs - if they are to 
gdp by around two percent- compete effectively. 


age points (to 46.6 per cent) 
between now and 2 001. This 
will be achieved by paying 
back the one-off "Euro tax” 
that helped Italy meet the 
Emu budget criteria in 1997. 

This mix of tough and ten- 
der measures coincides with 
a more optimistic scenario 
for the economy. The gov- 
ernment is predicting real 
GDP growth of 2.7 per cent 
next year and 29 per cent in 
2000 and 2001. It is hoping 
that some 600.000 jobs will 
be created by 2001 to help 
counter the unemployment 
burden. It believes the infla- 
tion rate can be kept at an 
historically low 1.5 per cent 
for the next three years. 

Yet for all that the eco- 
nomic outlook is far from 
being untroubled. 

There is a short-term 
worry about the slowdown 
in industrial activity. On a 
seasonally adjusted basis, 
industrial production was 
flat in the first three months 
of this year compared to the 
fourth quarter of 1997. 

It may be that this is only 
a transitional phase, 
reflecting the phasing out of 
an auto incentive scheme 
which the government has 
operated for 18 months as 
well as the impact of the 
Asian crisis. 

“Equipment investment 
should soon become a key 
driver of growth, partly 


“A company such as Tele- 
com Italia has many more 
employees than British Tele- 
com but far smaller profits,” 
says Prof Alessandro Penati 
of Bocconl university. 
"Despite the enthusiasm for 
the Euro, few people realise 
the level of job cuts needed 
to remain competitive.” 

Finally, there is the worry 
about pensions reform. The 
net impact of the three 
reforms carried out since 
1992 has been to move the 
pensions system away from 
the threat of financial col- 
lapse. But the tax burden on 
employers and employees 
must remain high if the 
state is to continue funding 
such a generous pay-as-you- 
earn-system - and this 
remains a heavy blow to 
competitiveness. 

At present, the govern- 
ment looks unlikely to take 
on the pensions issue. The 
political risks involved were 
all too apparent last autumn 
when Mr Prodi’s government 
was almost toppled from 
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POLITICS • by James Blitz 


Prodi stars as Berlusconi fades 


The prime 
minister’s stock 
has risen while 
the media mogul 
is mired in sleaze 

In most European states, 
any discussion of the politi- 
cal situation tends to start 
off with a look at the prime 
minister of the country and 
the government's policies. 

In Italy, far more can be 
understood these days by 
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the issue. 

But without another effort, 
the ratio of pensions spend- 
ing to gdp will remain at 
between 14 and 15 per cent 
for the next 50 years. A fur- 
ther adjustment will have to 
take place if there is to be a 
significant reduction in 
Italy's tax burden. 
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in his fortunes - and the 
impact this has had on other 
figures across the political 
spectrum - has been one of 
the principal reference 
points in Italian politics. 

Mr Berlusconi's problems 


currency has been the “glue” 
which has kept together the 
coalition of former Commu- 
nists. ex-Christian Demo- 
crats and greens that he 
leads. T hat cohesion is hold- 
ing even though the Emu 


go back to the autumn of goal has now been achieved. 


power over its handling of focusing on the leader of the 


opposition, Silvio Berlusconi. 

Over the past 12 months, 
the fortunes of Mr Berlus- 
coni, the leader, founder and 
financier of the right-wing 
Forza Italia have been mov- 
ing from bad to worse. 

The way in which this 
media magnate has 
responded to this downturn 




1994 when his short-lived 
government collapsed amid 
a number of corruption alle- 
gations a gains t him. W Hhin 

18 months he had lost a gen- 
eral election to Romano 
Prodi, the leader of the cen- 
tre left Olive Tree coalition. 

In the months since then, 
things have got worse. Last 
autumn, Forza Italia per- 
formed disastrously in a 
round of important munici- 
pal elections. The wave of 
corruption allegations 
against Mr Berlusconi, relat- 
ing to the operations of his 
Fininvest empire, have 
increased. A significant blow 
came in the spring of this 
year when between 30 and 40 
former Christian Democrats 
broke away from the broad 
centre-right coalition, the 
Freedom Alliance, which Mr 
Berlusconi also leads. 

The downturn in Mr Ber- 
lusconi's fortunes has had 
an important impact 

The problems facing the 
centre-right coalition and its 
leader have meant they are 
- as yet - unable to exploit 
the weaknesses in Mr Prodi’s 
centre-left coalition. 

Mr Prodi’s achievements 
should not be played down. 
Over the past few months he 
has shown himself to be a 
far more skilled politician 
than many Italians had 
imagined. 

His determination to take 
Italy into a European single 


At the same time, Mr 
Prodi. although he does not 
have his own political party, . 
has developed a popular, 
down-to-earth style that has 
kept his personal opinion 
poll rating high. As a former 
head of Iri, the state holding 
agency, be has a formidable 
knowledge of the workings 
of the government machine. 

But for all that, the coali- 
tion he leads has deep fis- 
sures. There are clear ten- 
sions between Mr Prodi and 
Massimo D’Alema, the 
leader of the Democrats of 
the Left (DS>, the main 
shareholder in the party. Mr 
D'Alema has barely dis- 
guised his unease at having 
the largest party in parlia- 
ment but not being in the 
prime minister's seat. There 
have also been tensions 
between the former Chris- 
tian Democrats in the coali- 
tion - the so-called Popular 
party (PPD - and the ex- 
Communists over issues 
such as education. 

On all these fronts, Mr 
Berlusconi's weakness and, 
the divisions within the cen- 
tre-right have meant that 
the government has escaped 
lightly from the conse- 
quences of many of its prob- 
lems. 

The second reason why Mr 
Berlusconi is a crucial figure 
is that he has translated his 
personal difficulties with 
prosecuting magistrates into 


the fundamental issue of 
Italian politics. 

Eighteen months ago. 
when the government first 
proposed an attempt at con- 
stitutional reform, Mr Ber- 
lusconi backed it, hoping to 
be a founder of the second 
Italian republic- But as the 
corr u p t ion allegations have 
mounted against him, he has 
demanded a watering down 
in the powers of the magis- 
trates as his price for hack- 
ing a new constitutional 
package. 

The ripmanfls that Mr Ber- 
lusconi is making for judi- 
cial reform are probably rea- 
sonable. There are many 
Italians who believe the 
Milan group of magi s t ra tes 
played an important role in 
bringing down the old Chris- 
tian Democrat-dominated 
regime but that their powers 
should be curtailed in the 
near future. 

Unfortunately, because it 
is Mr Berlusconi who is mak- 
ing these demands, the 
entire issue of judicial 
reform has become heavily 
politicised. The grass roots 
of the DS - dubbed the “fox 
people" because they bom- 
bard party headquarters 
with foxes every time they 
are enraged by something - 
believe any reform of the 
judiciary would let Mr Ber- 
lusconi off the book. A big 
judicial reform, they believe, 
would give Mr Berlusconi 
the chance to argutf that it Is 
time for an amnesty that 
clears Mm of all charges. 

The standoff an fhia issue 
led this month to the col- 
lapse of the third attempt at 
constitutional reform 
mounted in Italy in 10 years. 


Mr Berlusconi's move to 
break up the constitutional 
talks is not without wider 
political calculation. He 
believes he can now resur- 
rect his political chances, 

fairing r4iar g» again of the 

small ex-Christian Demo- 
cratic parties that shunned 
Mm earlier in the year. 

These swi«D parties were 
never keen on constitutional 
and electoral reforms that 
would have led to an 
increasingly bipolar political 
system dominated by big 
groupings. Mr Berlusconi is 
already committing himself 
to their demand for a return 
to proportional representa- 
tion, believing that, together 
they might be able to form a 
new “grand centre" in Ital- 
ian politics. Confident about 
the success of the project, he 
last week talked about “kick- 
ing thin gov er nment out”. 

The chances are that Mr 
Berlusconi win not succeed 
because the Popolari - the 
ex-Christian Democrats in 
the government coalition - 
have no interest in an alli- 
ance with the media mag- 
nate. 

What is becoming increas- 
ingly clear, however, is that 
there is also little chance of 
Italy carrying out a thor- 
ough constitutional reform 
while Mr Berlusconi and his 
personal difficulties domi- 
nate the political scene. As 
one western diplomat in 
Rome puts it “Italy was able 
to carry ont its great 
restructuring of the public 
finances because the Euro- 
pean Commission told it to. I 
can't see the Commission 
telling the Italian parliament 
to sack Silvio Berlusconi” 


PUBLIC ADMINISTRATION * by James Blitz 

Red tape tagliatelle 


The government 
is trying to 
unravel a vast 
array of laws and 
regulations 

if Italy is to become truly 
competitive inside the new 
i Euro zone, it needs to over- 
| haul its chronically Ineffi- 
1 cient public administration. 

! Over the past four years. 
Italy has carried out one of 
the largest privatisation pro- 
grammes In Europe, dispos- 
| ing of public sector compa- 
nies such as Telecom Italia. 
But the public administra- 
tion - with its huge number 
of laws and regulations and 
its inefficient layout of cen- 
tral government ministries - 
remains a considerable bur- 
den on the efficiency of any- 
one trying to do business In 
this country. 

In terms of the number of 
people employed as a propor- 
tion of population, the Ital- 
ian civil service is of average 
size for the European Union. 
But Professor Sabiao C-as- 
sese, a former minister of 
public administration, cites 
an academic study that 
recently placed Italy 27th in 
the world for the quality of 
its civil service. 

The most obvious problem 
with the Italian civil s&vice 
is that it churns oat a huge 
amount of red tape, burden- 
ing companies with produc- 
tion costs well in advance of 
comparable costs in France 
and Germany. 

Istat, the national statisti- 
cal office, said In Its recent 
annual report that, on aver- 
age. 3.4 per cent of an Italian 


company's labour costs are 
taken up meeting the 
demands made by local gov- 
ernment. The burden on 
small and medium sized 
companies is particularly 
heavy. 

The workings of the cen- 
tral government ministries 
in Rome are a fundamental 
source of inefficiency. The 
transport ministry, for exam- 
ple, is responsible for the 
railways but the ministry for 
public works is in charge of 
roads, malting an integrated 
transport policy difficult to 
achieve. 

The recent mudslide in the 
region outside Naples 
exposed the uneasy segrega- 
tion of powers between three 
of Rome's ministries when 
dealing with environment 
policy. 

A final source of concern 
is the poor quality of the 
government machine as a 
whole. This is caused by the 
lack of information technol- 
ogy, the poor quality of 
training for employees and 
the tradition of using the 
civil service as a Job creation 
machine for the impover- 
ished south. 

The Italian public adminis- 
tration is. therefore, incapa- 
ble of completing the sophis- 
ticated tasks required of a 
modern civil service. 

It can hand out generous 
stale pensions when people 
turn up at a benefit office 
and say they have reached 
the required age. But it is 
unable to provide more com- 
plex means tested benefits 
for the unemployed, or cre- 
ate job training schemes 
whose operations can be reg- 
ularly monitored. 


Now that Italy has been 
admitted to the Euro, 
Romano Prodi’s administra- 
tion is trying to grapple with 
some of tbese problems. 
Franco Bassanlni, the public 
administration minister, is 
putting a reform programme 
in place focussing on three 
issues. 

First there has been an 
attempt to simplify govern- 
ment and reduce the amount 
of red tape. A notable 
achievement has been the 
removal of regulations gov- 
erning the retail sector. Italy 
has long been burdened by a 
system that allows most 
shops to sell only one type of 
produce. Those rules are 
being removed. 

Prof Cassese acknowledges 
the considerable achieve- 
ments that have been 
in simplifying laws and regu- 
lations but he argues that 
the system is still churning 
out more complex legisla- 
tion. “There have been 378 
laws simplified by thfa gov- 
ernment so for,” he says. 
“But a further 686 new regu- 
lations have been created." 

Second, Mr Bassanlni is in 
the throes of trying to 
redraft the central machin- 
ery of government. In the 
next few months, he should 
set about trying to cut back 
on the work done by some of 
Rome's ministries, including 
the ministry of public works 
whose casks straddle those 
of other departments. Here, 
Prof Cassese’s ana concern Is 
that the changes to central 
government are not carried 
out too quickly. * 

The third area tha t ig 
being looked at is a new 
phase of devolution of power 


from the centre to the 
regions. Many of the tas ks 
carried out by central gov- 
ernment in Rome - in areas 
such as infrastructure devel- 
opment and education policy 
- are being moved to the 
regions. 

One positive feature of 
this reform is that devolu- 
tion will create a series of 
“one-stop shops” in the 
regions that speed up appli- 
cations, such as planning 
permission. 

Here, Prof Cassese hag 
more serious doubts. His 
fear is that the quality of the 
Rome-based civil service 
needs to be significantly 
improved before its powers 
are passed on to the regional 
level. “You can't Just 
improve the system by 
changing its location,” he 
says. “The body itself has to 
change first.” 

This touches on what, for 
some experts in the field, is 
an essential requirement: 
the need to create a higher 
school for the senior cadres 
of the civil service, some- 
thing akin, perhaps, to 
France's Ecole Nati onal s 
d 'Administration. 

Some parts of the Italian 
public service - the ifcmk of 
Italy and the I talian Trea- 
sury - have been undoubted 
centres of excellence in 
recent years. But there is a 
growing demand for high 
quality personnel to start 
™aning other branches of 
government Prof Cassese 
believes a reform of the 
training of top cadres is 
essential if improvements 
are to filter down to Sm 
nethw regions of the admfrv 
istration. 
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^OWWAUSM ♦ by James Blitz 


Disharmony in not 
so beautiful south 


Some fear that 
not enough is 
being done to 
tackle the 
region's problems 

If there is oue thing Italian 
politicians agree on these 
days it is that something 
must be done to boast the 
flogging economy of the 
south. If there is one thing 
they disagree on it is what 
that “something” should be. 

Now that Italy has the 
goahead to enter the single 
European currency, the 
problems of the Meaaopaorao 
make the headlines in Ital- 
ian newspapers every day. 
The consensus is that this 
administration has achieved 
its first economic goal. It 
now needs to start focusing 
on the second. 

The problems of the region 
are stark. The north of Italy 
has one of the strongest 
economies in the new Euro 
zone, that of the south is 
among the weakest In some 
areas the unemployment 
rate is 25 par cent In Calab- 
ria, the biack economy 
employs half the workforce. 
In Naples there have been 
unsettling demonstrations 
recently by unemployed 
people demanding an imme- 
diate return to state-funded 
social work schemes. 

Nevertheless, the problems 
must not be exaggerated. 
The south has become a 
complex patchwork of con- 
trasting economies. There 
are successful companies, 
such as Natuzzi. the sofa 
maker in Bari, now quoted 
on the New York Stock 
Exchange. By contrast, in 
Sicily, there are towns, such 
as Kama, which are said to 
be in dire economic straits. 

Parts of the Mesaogi omo 
are seeing a gentle pick-up 
in activity. Exports from the 
region have doubled In the 
past two years and there is 
investment. BAA, the UK 
airport group, has made a 
significant investment in 
Naples airport and Romano. 
Prodi, the prime minister, 
rarely loses an opportunity 
to praise Qkda Tauro, on the 
toecap of Italy, which has 
risen from nowhere to .. 
become the biggest con- 
tainer port in the Mediterra- 
nean. 

The fundamental problem, 
however, is that while the 
south is g rawin g . ft is grow-, 
ing far more slowly than the 
north. Svimez, a leading 
think-tank on the south, 
forecast last mon t h that the 
northern economy would 
grow by 2.4 per cent in 1996 
hut the southern by just 1.6 
per cent The Bank of Italy 
says fixed gross investment 
between 1994 and 1997 grew 
by 3 per cent in the north 
and between 1 and 2 per cent 
in the south. 

This divergence is the 
worry. If the government 
can reverse the trend, north- 
ern Italians will become 
more confident about invest- 
ing in. the south which will 
have positive implications 
for employment. If not, the 
growing gap may push the 
south Into a vicious spiral of 
declining confidence and ris- 
ing unemployment trigger- 
ing political uncertainty 
about Italy's place in the 
Euro zone. 

So what is the Prodi 
administration doing to 
boost the region? 

On one thing there is no 
debate, the idea that the 
south can be saved by huge 
cash subsidies is off the 
political agenda. During the 
1970s and 1980s, massive 
amounts were pumped into 
the region by Roma, equiva- 
lent at their height to 25 per 

cent of Italy’s gross domestic 
product. Much of this cash 
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was- directed at boosting con- 
sumption and the received 
wisdom is that it turned the 
southerners into lazy manip- 
ulators of public ftmfe, not 
the entrepreneurs required 
for progress. 

Instead, Mr Prodi is set- 
ting up 40 targeted enter- 
prise schemes which act as 
“incubators” of the local 
economy. Under these 
schemes, companies are 
given tax subsidies, the 
unions allow wages to go a 
UtQe lower and local coun- 
cils make it easier for plan- 
ning permission to be 
granted. 

Italy’s powerful trade 
unions thtwir this is all wry 
good, but not nearly good 
enough. In their view, the 
southern economy win never 
lift off unless the govern- 
ment tackles head-on three 
principal problems - tire 
scope of organised crime, the 
poor Infrastructure (trans- 
port , land development, reli- 
able electricity simply) and 
the lack of skills and educa- 
tion among local people. 

Sergio Cofferati, leader of 
CdL. one of the three main 
unions, is the government's 
main interlocutor on the 
issue. He says he is not ask- 
ing ministers to spend extra 
cash on the region. “The 
sums needed to start tack- 
ling these problems have 
already been set aside by the 
government in the last two 
budgets.” 

Instead, he argues that the 
government is being too 
slow in getting that cadi nut 
of the Treasury and into 
schemes that would make a 
difference. “This money is 
not being spent for two rea- 
sons: there is a lack of good 
quality development projects 
that deserve it and there are 
too many bureaucratic hur- 
dles to stop schemes bring 
implemented * 

Mr Cofferati acknowledges 
that responsibility for the 
lack of good projects lies 
mainly with the regions and 
town councils, where there 
is little expe rti se in project 
development 

He acknowledges, too, that 
the Treasury has Just set up 
a new development agency, 
called Svfluppo Italia (Devel- 
opment Italy), beaded fay an 
ex-Bank of Italy official, 
Fahrixfo Barca. Mr Qaffearati 
will wait to see bow good Mr 
Barca is at earning up with 
workable project finance 
deals before making a final 
judgment 

But on the second point - 
the speed of implementation 
c t development programmes 
- his fear is that the govern- 
ment is not doing enough to 
unblock bureaucratic bottle- 
necks. “If a local region 
blocks a railway or road 
development through its ter- 
ritory, the government 
should move in and overrule 
ft," he says. “Unfortunately, 
the direction Of government 
policy is now towards 
devolving powers, not con- 
centrating them in Rome.” 

Some would argue that Mr 
QnfTpr atj is foiling to men- 
tion another big disincentive 
to i n vest m e nt in the south: 
the allegedly high cost of 
labour. 

Confindustria, the employ- 
ers’ anion, says the continu- 
ation of nationally agreed 
wage contracts mean 
southern workers are paid 
too much when compared to 
their more productive north- 
ern colleagues. Mr Cofferati 
rebuts this, saying southern- 
ers tend to get 25 per cent 
less than tbefcr counterparts 
in the noth. 

A more difficult point for 
him to overcome is the bur- 
den of non-labour costs, 
equivalent, says Al essandro 
Penan of Bocconi univ ersity , 

to 120 per cent of basic wage. 

In Mr Penati’s view this hits 



the smaller enterprises try- 
ing to grow in the south 
because social insurance 
payments are imposed at a 
flat rate. Many end up slip- 
ping into tine black market 

The main reason for these 
high tax costs is that Italy 
needs to go on funding a 
pay-as-you go pens tons 
scheme the outlays of which 
are U per cent of GDP, the 
h&hest in Europe. Italy’s for 
left Communists have made 
it difficult for the govern- 
ment to make much head- 
way on this issue without 
triggering a political crisis. 

Mr Cofferati is confident 
that - with the pensions 
issue off the agenda for the 
time being - the south will 
not become a political battle- 
ground. 

“We will have a lively 
debate on this issue but we 
are certainly not going to 
turn it into a vehicle for 
political crisis,” be says. 
“What the south needs now 
is political stability." If there 
is one thing he Sears, how- 
ever. it is that, at heart, this 
government thinks the 
southern economy must 
grow on its own. 
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Starting June 19 
when you call Italy 
just add a zero. 
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What number is easier to remember than zero? 

Starting on June 19, when you call Italy, just add a zero to 
the area code. So, for example, from that date on, if you 
want to call Milan, +39 2 5555555 will become +39 025555555. 

Nothing could be simpler! 

+39 025555555 

The Italian telephone system has chosen this way to celebrate 
its entry into Europe, in line with the Community Directive 
on the liberalization of the telecommunications market. 

From June 19 on, if you're calling the most beautiful country 
in the world, just remember the zero! 
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BANKING • by Paul Betts 


The wood 
for the trees 


INFRASTRUCTURE • by Paul Betts 


Strategy on a road to nowhere 

Ve .. 


Once a “petrified 
forest", the sector 
is undergoing 
rapid, and vital, 
change 

Antonio Fazio, the governor 
of the Bank of Italy, noted at 
the central hank's annual 
meeting at the end of last 
month that the overall value 
of mergers and acquisitions 
in the world banking sector 
could be estimated at 
S2h00bn in the last 10 years. 
If, by international stan- 
dards, Italy’s contribution to 
this total hns been s ma ll, the 
consolidation of the coun- 
try's banking and financial 
sector has nonetheless been 
little short of revolutionary. 

Once described as a “petri- 
fied forest" on account of its 
frag menta tion, inefficiency 
and low profitability, the 
Italian banking system has 
been forced to respond to the 
challenges of European Mon- 
etary Union and the globali- 
sation of financial markets. 

For decades Italian banks 
bad relied on large Interest 
spreads between deposit and 
lending rates to sustain their 
margins and cover their 
heavy labour costs. But 
these spreads have steadily 
□arrowed as Italian interest 
rates have tumbled forcing 
the b anks to develop more 
competitive consumer ser- 
vices as well as new activi- 
ties in the fast growing Ital- 
ian mutual fund market 

One of the biggest handi- 
caps of the system was its 
high degree of fragmenta- 
tion. This was compounded 
by the government's domi- 
nance, with about 80 per 
cent of the sector controlled, 
in some form or other, a 
decade ago by state or public 
foundations. The govern- 
ment, however, has now 
accelerated its privatisation 
programme and, according 
to Mr Fazio, the state will, 
by the end of the year, only 
control about 25 per cent of 
the country's banking sys- 
tem. compared with 68 per 
cent at the end of 1992. 

The privatisation pro- 
gramme has also stimulated 
consolidation. This process 
took off with a vengeance 18 
months ago with the merger 
of the private Banco 
Ambrosiano Veneto and 
Cariplo, the Milan savings 
bank controlled by a public 
foundation. Apart from 
creating a powerful new 
banking group called Intesa 
rooted in the rich industrial 
north of the country, the 
integration of the two 
resulted in the privatisation 
of Cariplo. 


. The deal had a snowball 
effect throughout the indus- 
try. It has been followed by 
the merger of Istituto San 
Paolo di Torino, the coun- 
try's largest commercial 
bank, with IMI, the priva- 
tised Rome banking group. 
Credito Italiano is now merg- 
ing with a federation of 
three north Italian savings 
banks to form another 
strong banking group called. 
Unicredito. 

Following last year's pri- 
vatisation of Banca di Roma, 
there are now Intense man- 
oeuvres to attempt to merge 
the big Rome h anking group 
with Banca Commerciale 
Italiana, the privatised Milan 
co mm ercial bank and Italy’s 
most international credit 
institute. 

However, merger talks col- 
lapsed at the beginning of 
June Mowing Banca Com- 
mercial e's resistance to the 
deal which it felt was not in 
its best interests. Instead, 
the Milan Bank, which has 
so far been left behind in the 
country’s banking and con- 
solidation board game, says 
it is keen to acquire smaller 
banks based in the rich 
north of the country. 

Banca Nazionale del Lav- 
oro, another large Rome 
h ank, is also in the throes of 
privatisation that is expected 
to lead to the creation of a 
larger integrated group, 
including the Banco di Nap- 
oli and the INA insurance 
company. 

These alliances and merg- 
ers are easily the biggest to 
date. But there have also 
been a series of deals among 
smaller banks, all position- 
ing themselves for the inten- 
sification of competition. 
Without taking into account 
the country's co-operative 
banking institutes, Mr Fazio 
says the number of Italian 
banks has fallen by 107 to 
297 entities since 1990. 

With one of the world's 
largest savings rates. Italy 
remains an appetising mar- 
ket for international banks 
anxious to tap it as a signifi- 
cant source of new deposits, 
especially once the Euro 
eliminates the old Italian 
currency risk. 

International banks have 
already started to move in to 
Italy. British building societ- 
ies have aggressively mar- 
keted. low interest mort- 
gages. forcing Italian banks 
to follow, while Anglo-Saxon 
merchant banks have 
assumed a dominant posi- 
tion in Italy in the absence 
of strong domestic competi- 
tors. 

These rapid changes have 
inevitably engulfed Medio- 
banca, the secretive and 


inflnential Milan investment 
bank, that over the past 40 

years has taken a tight grip 
on Italy's northern big busi- 
ness establishment through 
a thick network of financial 
and industrial alliances. 

The bank, whose 90-year- 

old honorary chairman 
Enrico Cuccla has been 
described as the most power- 
ful banker in post-war Italy, 
has faced considerable inter- 
nal upheaval in recent 
months loading to the depar- 
ture of one of its brightest 
young stars, Gerardo Brag- 
giotti. to hazard Freres, an 

increasingly ambitious rival 
of Mediobanca. 

Its old allies have also 
shown greater autonomy 
and forged new links with 
other h anking groups. In 
response, Mediobanca has 
launched a three year strate- 
gic plan to expand tts range 
of activities to medium-sized 
Italian companies and 
enhance its competitiveness 
in the face of the challenge 
from both Anglo-Saxon mer- 
chant hanks ,md new Italian 
banking groups developing 
merchant banking activities. 

While welcoming the cur- 
rent consolidation in the 
banking sector, the Bank of 
Italy has renewed its warn- 
ing that consolidation alone 
will not be sufficient to 
ensure Italian banks ran 
address globalisation. 

Mr Fazio emphasised at 
the end of last month that 
the Italian banking system 
still needed to reduce its 
costs and restructure itself. 
The Italian hnrfldng associa- 
tion has estimated that the 
industry needs to cut at least 
30,000 jobs to become com- 
petitive as well as invest in 
new technology. 

Significantly, the most 
notable absentees from the 
Italian board game have 
been foreign financial 
groups, although they have 
been keeping an eye on 
developments. 

The Bank of Italy has sent 
a signal to potential foreign 
raiders that it would not 
look kindly on any hostile 
moves before the Italian 
b anking industry has com- 
pleted its restructuring and 
regrouping. 

RAS, the Italian insurance 
affiliate of Allianz of Ger- 
many, recently sought per- 
mission to increase its stoke 
in Credito Italiano. Without 
formally blocking the 
request, the central bank 
said it would rather, at this 
stage, postpone a decision. 

However, the time is 
bound to come when big for- 
eign groups will start to 
make significant moves on 
the Italian market 
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Industry may pay 
a high price for 
the cuts in 
investment in 
pursuit of Emu 

Giorgio Fossa, the bead of 
Italy’s employers confedera- 
tion, Confindustria, could 
not have put it more bluntly. 
In the past decade. Infra- 
structure investments in 
Italy have fallen by 2 per 
emit of gross domestic prod- 
uct. In other words, as much 
as L140,000bn of urgently 
needed public investments 
were never made. 

Mr Fossa was echoing the 

growing alarm among Italy’s 
industrialists over the inade- 
quate state of transport 
Infras tru ct u res and services 
which risk undermining not 
only short-term economic 
recovery bat also the longer 
term competitiveness of the 
country’s industrial sector. 

It is not just the business 
community which is agitated 
by the conditions of Italy's 
road, rail and air transport 
The public too, although 
resigned, has become visibly 
more frustrated by the qual- 
ity of transport in a country 
which once boasted one of 
the most modern motorway 
networks in Europe and 
t rains that always arrived on 
time. 

The railways are, today, 
virtually bankrupt The state 
railway company lost 
L7.000bn last year and is 
struggling to win conces- 
sions from its unions for 
sweeping restructuring to 
put it on a more stable finan- 
cial footing. 

The railways’ financial 
woes have been compounded 
by a series of serious acd- 



Trainspottmg: the railways no longer run on time 


dents in the past 12 months. 
Some of these have involved 
its flagship high-speed train 
services, raising questions 
about safety and the need to 
upgrade the system. 

The motorways, now due 
to be privatised, are also 
congested. Italy has 3m more 
cars on the road than 
France, a country with a 
similar population. But the 
road network has foiled to 
keep up with the steady 
growth in car ownership. 

Industry has had to rely 
predominantly on trucking 
in the absence of a well-de- 
veloped rail freight network. 

Businesses in the rich 
northern industrial belt have 
complained of the problems 
of moving their goods from 
their factories because of 
rnngpct<»d roads motor- 
ways - a problem aggra- 
vated by the number of lor- 
ries travelling from, and to. 
neighbouring countries 
through northern Italy. 


Road and rail infrastruc- 
ture have long been 
regarded as essential to the 
economic development of the 
country's depressed south, 
or Meszogiomo. The govern- 
ment has said that pro- 
grammes and incentives to 
try to reduce the gap 
between the poor south and 
the rich north will be a pri- 
ority. In the Mezzogioma 
unemployment reaches 
peaks of 25 per cent, com- 
pared with around 6 per cent 
in the north. This, the gov- 
ernment said, will «1 m 
be treated as a priority. 

Yet after decades of fine 
words and good Intentions, 
little has been achieved. In 
recent years the govern- 
ment’s main preoccupation 
was to put its own budgetary 
house in order so as to qual- 
ify for European Monetary 
Union. It has succeeded but 
partly on the back of signifi- 
cant cuts in infrastructure 
spending. 


The Italian Treasury, is 
coming under increasing 

pressure to relax spending in 

its autumn budget to help 
stimulate economic growth 
P T Td job creation in the south 

as well as address the grow- 
ing rails of the industrial 
north for an overhaul and 
modernisation of the 
region’s infrastructure. 

In response, the Treasury 
has said it favours accelerat- 
ing Investment expenditure, 

ftB powaiiy in jpint public-pri- 
vate sector projects. 

There have bem success, 
stories. The port of Gioia 
Tauro in the deep south, 
once considered as one of 
those un viable large infra- 
structure projects to develop 
the Mezzogioma, is no longer 
what critics described as "a 
cathedral in the desert". It 
h»«: become the largest con- 
tainer terminal in the Medi- 
terranean. There are now 
also plans to expand the port 
of Taranto in the south. 

At the end of October, 
Italy’s new northern interna- 
tional airport hub of Mal- 
pensa Is finally due to open 
after years of controversy. 
But the debate over the 
L2,000bn airport terminal, 
which is close to the Swiss 
Alps and about 40 miles 
north of Milan, remains 
intense. 

Backed by the European 
Commission, Malpensa is 
part of a wider European 
project to help resolve the 
growing problem of conges- 
tion in tile continent's air 
travel. Domestically, it win 
also provide one of Europe’s 
most vibrant economic and 
industrial regions with the 
necessary airport Infrastruc- 
ture to support its drive to 
international competitive- 
ness. 


The gov e rnment also secs 
Mpi ponsa boosting Alitalia, 
the national flag carrier. 
Alitalia claims to have lost 
billions of lire to its airline 
competitors as a result of the 
lack of a proper interna- 
tional hub in northern Italy. 

But the new airport has 
provoked a war between 
Milan and Rome, as well as a 
chorus of protest from Euro- 
pean forced to aban- 

don the old Milan airport of 
T.jna ta. close to the dty cen- 
tre, and transfer all their 
flights to Malpensa. 

Rome is worried that Mal- 
pensa will undermine its 
own international airport of 
pin mi pino which is being 
expanded to cater for the 
flood of visiters expected for 
the “Great Jubilee" - the 
religious celebration to mark 
the milte nh im year. Rome is 
especially c once rned by Alit- 
alia's plans to transfer a 
large number of its Rome- 
based intercontinental 
flights to to bring 

these services closer to the 
country's northern bu s i n e s s 
community. 

At a local level, the airport 
project has also been the 
subject of intense Gritidsm. 
Although the new terminal 
is nearly finished, road and 
rail h pks to Milan have yet 
to be completed. The author- 
ities say these links will be 
built eventually. But the 
issue, as for the rest of the 
country's infrastructures, is 
how quickly this will be 
done. 

As one leading Italian 
industrialist put it recently: 
“Time is running out unless 
we have modern and effi- 
cient infrastructure and 
transport services we risk 
being penalised in a world of 
global competition." 


EDUCATION • by Jennifer Grego 


Schools report: must do better 


Underachieving 
and neglected, 
the system is 
being taken back 
to the blackboard 

The Italian education system 
has suffered from 30 years of 
neglect in which there have 
been only minimal reforms. 
But the current education 
minister Luigi Berlinguer 
has been quietly pushing 
through a series of changes 
aimed at bringing the out- 
dated and overly centralised 
Italian system into line with 
the rest of Europe. 

He has succeeded where 
previous ministers have 
failed. Mr Berlinguer attri- 
butes his success to a period 
of political stability, which 
has allowed bills to complete 
their passage through both 
houses, and the govern- 
ment’s commitment to 
reform, embodied in its 
“New Deal" Image. 

One of the serious blots on 
the Italian wi^wiHnnai land- 
scape has been the school- 
leaving age which stands at 
14, the lowest (with Turkey} 
of all OECD countries. 

This blot, says the minis- 
ter will have been removed 
by the summer when his 
"school-modules" provision, 
increasing obligatory years 
of schooling to 10, with 16 as 
the leaving age, will have 
finished its progress through 
the upper bouse. 

With this Important provi- 
sion undo- bis belt, Oip min- 
ister will wintinnp gradually 
to put pieces of his grand 
plan into place. 

This includes the introduc- 
tion of independent quality 
checks on teachers, with 
new degree training require- 
ments for those in primary 
schools. 

Bat most Important of all 
is the Autonomy Law which 
aims to free all schools and 
universities from centralised 
bureaucratic control and to 
allow tHonm to manage their 
own budgets and cinricu- 
lums. 

Mr Berlinguer decided late 
last year to ask a committee 
of experts from the OECD to 
imdwt^kn an examination of 
the Italian educational sys- 
tem: to see why it had foiled 
and whether current reforms 
were moving in the right 
direction. 

The report makes fascinat- 
ing reading. There was no 
doubt about Italy's urgent 
need far educational reform. 

“Without it." says Norberto 
Bottoni In -Geneva, one of 
the international experts 
who drew up the report, 
“Italians risk finding them- 
selves in a few years work- 
ing as labourers in Frank- 
fort, while executive posts in 
Italian business will be filled 
by Frenchmen, Dutchmen 
and Danes.” 

The OECD points out that 
the collapse of the s y s t em is 
remarkable in view of the 
fact that at the md of the 


dren even went to primary 
school, Italy bad roughly the 
same n umb er erf university 
students, in proportion to 
population, as other Euro- 
pean countries. In 1901, it 
was just behind Germany 
but ahead of France, Bel- 
gium and the Low Countries. 

The rot. as least as far as 
university education was 
concerned, seems to have set 
in as a result of the limited 
reforms undertaken under 
pressure of the students* 
revolt of 1968. Middle-class 
discontent with the educa- 
tional system seems to have 
produced, conversely, 
improvements to younger 
childrens' education: notably 
in the setting up of the excel- 
lent state infant schools 
which were previously the 
exclusive province of reli- 
gious orders. 

In 1969, under intense stu- 
dent pressure, the Govern- 
ment made access to univer- 
sity easier it was now 
possible to go into any uni- 
versity faculty, no matter 
what subjects the student 
studied in high school 

The numbers attending 
high school doubled between 
1970 and 1990 and carried on 
into university, no matter 
whether they were suited to 
higher education or not A 
new, and easier, equivalent 
of A levels in the UK, the 
esame di maXurita was set-up 
as a one-year experiment in 
1969. The exam remained 
substantially unchanged 
until Mr Berlingner’s new 
law, drawn up in line with 
EU norms, was finally 
approved in December 1997. 

Some 98 per cent of ' all 
candidates passed the old 
maturtta exam, suggesting 
that it was not much of a 
test. The result has been 
that Italy now leads the 
world in the number of stu- 
dents entering university (in 
proportion to Its population). 

However, 28 per emit leave 
after the first year and only 
one in three actually obtains 
a degree. The lade of a statu- 
tory time limit means that 87 
per cent of those who suc- 
ceed in getting a degree are 
fttori corsa. that Is they have 
gone aver the prescribed 
time limit - usually four 
years. They will not obtain 
their degrees until they are 
27 which is well out of line 
with the rest of Europe. 

Of all the OECD countries, 
only Turkey comes lower for 
the total number of degrees 
(for those aged between 25 

and 64): 7 per cent against 

Italy's 8 per cent 
The report regards the 
large number of students 
opting out of university as 
one of the most serious edu- 
cational problems. 

They recommend that the 
Italian authorities should 
consider an option along the 
lines of the system in some 
French Institutes of Technol- 
ogy which allows students to 
Use Credits arv-mmiTatefi in 
their first year towards a 



Studant revolt: the system has consistently faded Italy's young 


They feel that the weakest 
point of Italian education is 
the almost complete absence 
of the terfrrarai training at 
university level which will 
provide skills riamanilPd 
by national and interna- 
tional industries. 

The OECD gives the minis- 
ter full marks for courage 
but Is uncertain that his 
Autonomy Law will improve ■ 
the staff selection proce- 
dures which make univer- 
sity an unhappy experience 
for teachers and students. . 


A rigid career structure 
persists and jobs are handed 
out sparingly (and usually 
for life). Professor Domenico 
Smiscalco, who teaches Eco- 
nomics at Turin university 
says that the system of inter- 
nal concorsi or competitions 
is the worst single feature of 
the university system since 
it often prevents the light 
man from getting the job. 

These competitions are 
held too infrequently (once 
every eight years), are inade- 
quately advertised (only in 


the Gazzetta Ufficiale) and 
are usually in the summer, a 
notoriously difficult time to 
get anything done in Italy. 

Even then, new Professors 
have to wait for somebody to 
die before actually getting a 
teaching slot. Professorial 
pay is below the European 
average but, as with stu- 
dents, reflects the fact that 
little is required of them. 
This explains the large num- 
ber of university professors 
who find non-academic life 
more exciting. 


Each spring and fall, in line with the latest fashion 
trends, more than 500 producers of handbags, 
luggage, travel items, belts, umbrellas and small 
leafher goods display the best products made in 
Italy and abroad at 
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BROADCASTING • by Paul Betts 
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The jury is still out 
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lt was billed last year as 
‘‘the mother of all 
privatisations’*, it is 
turning this year into a - 
corporate “Tower -of BabeT 

TteLEMWObn 
government sell-off of 
Telecom Italia, the HaWat. 
telecommunications group, 
was designed to create 
Itah^s first and biggest 
pubHcally heWcpmpany 
with mere than L5m, . . 
shaoreMdcars. 

But since its flotation last 
October, the privatised 
grnflphfls smuggled to 
adaq^to its new public 
dw^pany'-status and has 
. become! tt&asaic case stady 
of thetMHcolty of 
- transforming a tradftfanal 
state monopoly into a • ! • 
competitive tree market 
force.- ■ v 

Last year the government 
appointed Guido Rossi, a • 
distinguished corporate 
lawjr d and furuier 
chairman of Consob, the 
country's stock market 
watchdog, to accelerate 
Telecom Italia’s 
privatisation. 

The government was 
particularly anxious to 
float the state-controlled 
group to bolster its 
privatisation programme as 
part of its successful 
campaign to ensure Italy’s 
(Ratification Iter 
membership of European 
Monetary Union. . . 

Against heavy odds, Mr 
Rossi accomplished the 
mission. In barely eight 
months, he merged the - . 
state telecommunications " 
balding Stet with its main 
operating company Telecom 
Italia and renamed the 
combined group Telecom 

Italia. 

fa addition he negotiated 
a strategic alliance with 
AT&T of the US and the 
Undsource 

tetecommnuications ' ■ 
consortium to help expand 
the Italian group's 
| international reach. ' ' ’ / 

' Subsequently he sold; off 
the company to smaH t - ' 
shareholders afim- ‘ 
establishing a core of stable 
shareholders including 
Italian banks, the Agnelli 
HD fadnstriailwl^wgand^ji..’ 
the new USpartner. 



TaBc.te cheap!, pri vatisat ion has bean painfut 


Although he had long 
Opposed granting the 
government a “golden 

share”, giving ft a right of 

veto at least during the - 
fost three years after . 
pri vatisa tion, he aecqrted 
the principle to avoid 
.delaying, and possibly 
torpedoing, the Telecom 
Italia privatisation. 

The smaB hard-line 
Refounded Co mm u nism . 

- party, on whose support the 
centre-left governing 
coalition reties, had 
vigorously opposed Telecom 
Italia's privatisation, it 
ultimately accepted the 
sell-off on condition that . 
the government took a - - 
“golden share". 

Once floated, Ur Rossi 
wanted to introduce new 
corporate governance rules 
to reflect the company's 
public company status and 
protect the interests of 
small retail investors. 

It. was then that the 
problems began. Mr Rossi . 
found himself in the middle 
of a power struggle with 
the old management of the 
former monopoly. Jed by 
Tomaso Tommasi dl " 
Vignano, the company's 
chief executive. : - 

Sadly, be succumbed to - 
the old guard who were 
determined^) mamtum .•’> ■ 
their dominance of the 
company. Barelya month 
afterprtvatising Telecom - ; 
Italia mrecoTO-braaking 

tfane, MrRussircidgnod. 

•; Turmoil fa the company 
was mppqtfaded .'by-;' "• V 
difficulties fa fSnafisingthe 


AT&T, and Unisonree. A 


1 


preliminary agreement had 
been signed with the . 
Americans and both AT&T 

- and UnSsOTTce had been 
granted seals on the the - 
new Telecom Italia board. 
AT&T and Unisource, 
however, had yet to seal the 
alliance by each acquiring a 
L2 per cent stake to the . 
privatised Kalian group. 

. . to January, Gian Mario 
Rasrignolo, the 67-year-old 
chairman of ZanussLfbe - 

- Italian ism iaiin pr 
electronics group owned by 
Electrolux of Sweden, was 
appointed as the new 
chairman. He it 
abundantly clear that he 
intended to be a strong 
executive chairman who 
-would shake-up the 
company’s management 
organisation, review its 
extensive operations and 
strategic options and 
attempt to instill a free 
market culture in the 

. former monopoly. 

He acknowledged his. task 
would not be easy. Bathe 
wasted little time in 
reducing the dominance of 
the company’s old guard of 
tanner state managers. 
Within weeks of his arrival, 
Mr Tommasi resigned and 
the management, structure 
was redefined with Ufa 
Rossignolo at the top of the 
pyramid with three - 
immagfngdirectaFS under 

i WllL " i . 

While reorgan is ing the , - 
management Mr Rossignolo 
also expressed imsglviirgB . 
over the compands 
proposedJco tonational 
alliance witir AT&T.. The - . 
dcalwas abandoned mad Mr ; 


RossignoJo negotiated an ' 

alterna tive alliance with 

Cable & Wireless, the UK 

tdecomnramcations group. 

Mr Roesignblo’s farceftal 
style and the sweeping 
changes he has introduced 
in the company’s strategy 
has provoked turmoil 
inside the company and 
. among its shareholders. Not 
only has he switched 
international partner but 
he has also put on bold an 
ambitions fibre optic cable 
programme which, in turn, 
has led to the collapse of a 
r deal with the Pirelli cable 
andtyregroup. 

The company's main 
shareholder continues to be 
the Treasury - with a 5 per 
cent stake and a golden 
share - and it has 
expressed concern at events 
in the group. Carlo Azeglio 
CSampi, the Treasury 
minister, ha s stated he is 
“perplexed” by Telecom 
Italia’s new strategy. 

The company’s difficult 
transition since 
privatisation has been 
made aB the more 
challenging by toe 
liberalisation, albeit 
gradual, of the I talian 
telecommunications 
market. 

The government has 
already awarded licences to 
new groups planning to 
compete in the coun t r y 's 
fixed-line telephone market 
In addition, a third 
operator wffl soon appear 
in tiie fast-growing Italian 
cellular telephone market 
dominated by Telecom 
Italia’s highly profitable 
TIM mobile telephone 
company. . 

TIM has more than 10m 

subscribers. OmniteL, the 
country’s second mobile 
operator controlled by 
O li ve tti ”rnd Maimwanimn, 
its German partner, has 
about 3m subscribers. 

For Telecom Italia the 
: jury is still out. The next 
few months will see 
whether Italy's ambitious 
effort to tran s form one of - 
' the c ount r y’ s deep-rooted- ‘ 
monopolies and expose it to 
global competition has 
worked. ' 

Paul Betts 


ENERGY • by David Lane 


Moving the monoliths 



Two monopolies 
in electricity and 
are grinding 
leir way to 
liberalisation 

Liberalisation at last seems 
to be entering the vocabu- 
lary of Italy’s energy sector. 
The Antorita Garante della 
Concozrenza e del mercato, 
the competition and market 
regulator established eight 
years ago and the presence 
of European Union direc- 
tives are chipping away the 
monolithic public sector 
, electricity and gas monopo- 
lies. The Autorita per lTEner- 

• gia e fl Gas, the electricity 
and gas regulator, which put 
up its plate in Milan in May 
1997, is also now starting to 

; Y.’feke its voice heard, 
tf . Ttoth EneL the Treasury- 
; owned electricity corpora- 

• tion, and Snam, the verti- 
' cally integrated gas group 

. that belongs to the partly 
: privatised Eni energy and 
chemicals conglomerate, 
have their origins in a period 
when state involvement 
appeared to offer the best 
y way to ensure economic 
development. Such notions 
•j have been waning over 
recent years. 

.. Enel was created when 
7 Italy's electricity industry 
-v was nationalised in 1962. 
Last year, it was responsible 
for 73 per cent of Italy’s 
- 234Twh (terawatt-hours) net 
national production. The 
1 r rest was generated by indus- 
... iN&aJ producers, who enjoy 
1 fcly limited scope for selling 
'[ their output, and by munid- 
pally owned utilities. The 
■ state electricity corporation, 
, a vertically integrated pro- 
duetton to distribution busi- 
ness which owns about 80 


per cent of Italian generating 
capacity, holds a monopoly 
in cro^boi-der tradin g, las t 
year's net imports of 39TWh 
covering 14 per cent of 
national demand. 

While Enel has operated 
with a legal monopoly, Snam 
has built its position as a de 
facto monopolist. But, as 011- 
vlero Bemadini, director of 
gas supplies at the energy 
regulator, points out, Snam 
has enjoyed state empower- 
ment beneflttLng from low 
interest loans and privileged 
rights of way for its pipe- 
lines. 

Last year's natural gas 
balance showed that Snam 
was responsible for covering 
97 per cent of Italy's 57.9bcm 
(billion cubic metres) 
requirements, importing 
S6.7bcm and purchasing 
16.7bcm from upstream sis- 
ter company Agip, which 
has about 90 per cent of 
Italy's indigenous gas pro- 
duction. 

Downstream. Snam covers 
75 per cent of power genera- 
tion and industrial require- 
ments directly, while satisfy- 
ing 99 per cent, of the 
requirements of distribution 
companies . 

There is no argument that 
fwp! apd Snam occupy domi- 
nant positions in their 
respective parts of the Ital- 
ian energy market. The com- 
petition watchdog sank its 
teeth .into Enel first : 
“Monopoly does- not repre- 
sent the optimum structure - 
of- a -sector in continuous 
evolution," it snapped in 
1994, Electricity should be 
liberalised and En el reorgan- 
ised before privatisation, 
urged the authority. 

sfoce then, the watchdog 
Has continued to call for 
Enel’s, reorganisation seek? 

tog: 


• the separation of produc- 
tion, transmission and distri- 
bution in terms of ownership 
and management; 

• the sale of part of Enel's 
generating plant to create 
several independent produc- 
ers; 

• an independent grid: 

• reorganisation of the dis- 
tribution system. 

Last month, Gtziseppe 
Tesauro, the competition 
authority’s ehatmmp noted 
that there had been indiffer- 
ence to the question of com- 
petition in the electricity 
sector, both in Italy and at 
EU level, for many years. 
But it is a drum that the 
watchdog has been beating 
and Mr Tesauro warned that 
Enel's privatisation must not 
simply transfer its monopoly 
to toe private sector. 

“We are penalised by the 
present system and look for- 
ward to liberalisation," 
Haims Chicco Testa, Enel's 
Hi airman since June 1996. 
With the EU directive for 
opening up electricity mar- 
kets becoming effective in 
February next year, liberal- 
isation will arrive before 
Enel’s privatisation. The 
concern that the com petition 
watchdog expressed in 1994 
should then be answered. 

Following Mr Testa's 
arrival, Italy's state electric- 
ity corporation has been pre- 
. paring. ,for a very different 
market, .stripped hf its 
monopoly' position- “We 
hfive mads enormous cuts in 
payroll, • sharply , lowered 
investment and -made drastic 
reductions in spending on 
supplies in order to get 
ready for. competition," says 
MrTesta. . 

in order to tackle produc- 
tion dominance, Enel 
announced, three joint ven- 
tures last year - with Eni, 
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Enron and Entergy - the 
details stall awaiting finalisa- 
tion. The aim is that these 
companies be floated with 
Enel selling its interests. 
“Flotation of the first JV wfil 
be an Important milestone," 
says Mr Testa. 

Liberalisation in the gas 
sector is less advanced. The 
EU directive is more recent 
and its application more dis- 
tant. market opening 
starting in 2000. Italy's com- 
petition authority turned its 
attention to gas in 1994 and 
reported last November. 
“The investigation suggested 
that the principal distortion 
in toe natural gas market is 
the lack of competition in 
the upstream supply phase," 
noted the watchdog. 

It urged the separation of 
Imports and distribution 
from transport storage and 
despatch. Companies under- 
taking these tasks should be 
separate and independent, 
said the competition author- 
ity, recommending that Agip 
should not be merged into 
Eni if Snam was unchanged. 
The government disregarded 
the recommendation and, 
last month. Mr Tesauro said 
that Snam might be abusing 
its dominant position. 

The government missed 
the opportunity of changing 
the structure of the gas 
industry whDe it was Eni’s - 
and, therefore. Snam’s - sole 
owner and, subsequently, 
while it still bad a majority 
shareholding. (The up com- 
lug secondary offering of Eni 
shares is expected to reduce 
the Treasury's stake to 
around 40 per cent) Siam’s 
chairman, Angelo Ferrari, 
says the company will main- 
tain the obvious objective of 
looking after Eni’s share- 
- holder interests. 

Mr Ferrari says gas liberal- 
isation is a complex and 
Innovative process in which 
comparison with the electric- 
ity sector is not particularly 
helpfuL Noting that the cre- 
ation of a competitive mar- 
ket took about 10 years in 
Britain, he foresees a 
lengthy process for liberali- 
sing Italy's gas maiket- 

At the end of May, Enel’s 
chairman took the energy 
regulator to task for being 
stow. Italy's bureaucracy is 
notorious for moving at a 
snail's pace. Bureaucracy 
coupled to entrenched vested 
interests seems rather like a 
combination for no move- 
ment at an. 


Huge menu, no taste 


Italy’s spread of 
free channels 
serves up a bland 
dish of soaps, 
quizzes and sport 

Italy’s television diet has far 
years been supplied by a 
duopoly of the state broad- 
caster RA1 and the privately- 
owned Mediaset group con- 
trolled by Silvio Berlusconi, 
the media tycoon and framer 
right wing prime minister. 
Each operates three free 
national channels and, in 
the best of worlds, this pub- 
lic-private competition 
should provide Italians with 
a varied and stimulating 
range of prog ra mmes. 

Add to this a third private 
group, the Florence-based 
CheccL Gori media concern, 
operating two national chan- 
nels not to mention some 600 
minor local television chan- 
nels, and you have a country 
with one of the most exten- 
sive menus of free television 
in the whole of Europe. 

But, in terms of content 
and quality, Italy has proba- 
bly one of the worst televi- 
sion diets in the old conti- 
nent 

Rat remains an antiquated 
recipient of political patron- 
age in spite of efforts to 
introduce more modern and 
efficient management. Its 
response to the aggressive, 
ratings hunting and highly 
commercial Mediaset chan- 
nels has so far been to repli- 
cate, on its three networks, 
much of the same low level 
programming as its main 
private competitor. 

Between them, RAI and 
Mediaset control about 90 
per cent of the national audi- 
ence. Their bill of flare 
largely constitutes the same 
mix of soap operas, game 
shows, turgid political chat 
shows, endless films and, of 
course, sport. 

The Checci Gori channels 
are not much better. As for 
the local channels, they 
devote most of their viewing 
time to direct television mer- 
chandising programmes 
offering anything from furni- 
ture to cars to slimming 
devices. Very late at night, 
some promote a variety of 
sexual services. 



TV dfamar RAI has responded to the MwBasat challenge by apaing its highly comroarcM approach 


Not surprisingly. Italian 
television is at the centre of 
a national debate. Should 
the state channels continue 
to draw revenues from both 
advertising and licence fees? 
Does the leader of the right 
wing opposition's control of 
a highly profitable commer- 
cial network, such as Medi- 
aset, Imply a risk of conflicts 
of Interest? 

Sbould the Checchi Gori 
group be granted better fre- 
quencies to establish itself 
as a strong third national 
competitor? How should 
Italy’s fledgling pay televi- 
sion industry be developed 
to enable the country to 
compete in the high stakes 
multi-media market? 

The debate has raged for 
the past two years as the 
government has sought to 
introduce new legislation to 
ensure greater competition 
in the traditional domestic 
market as well as to encour- 
age the penetration of new 
cable and satellite television. 

Legislation was finally 
passed last year establishing 
an independent governing 
body to regulate broadcast- 
ing. A limit was imposed of 
30 per cent of total advertis- 
ing revenues on any one 
company except through 
organic growth. No broad- 
caster in future would con- 
trol more than 20 per cent of 
channels once cable and sat- 
ellite development is com- 
pleted. 

The rules governing adver- 
tising an state channels have 
been arum ended. In future 
the first two state channels 
- RAI1 and RAI2 - wffl be 
able to air a higher level of 


advertising a day. In 
exchange, the third channel 
- RAI3 - will stop carrying 
advertising, probably by 
next year. 

Probably, because the 
entire legislative package is 
riddled with ambiguities and 
is open to different interpre- 
tations. 

A new management was 
put in place at RAI this year 
to pilot the state company 
through the reform of broad- 
casting. The government has 
even spoken of privatising 
RAI but this is still widely 
regarded as “mission impos- 
sible". 

As for Mediaset, Mr Ber- 
lusconi a few months ago 
was close to selling control 
of his commercial television 
empire to Rupert Murdoch. 
The deal collapsed after the 
I talian media tycoon turned 
politican had second 
thoughts, much to the relief 
of the Italian political estab- 
lishment both right and left 

As the country’s two 
heavyweights battle on for 
audience share, attention is 
turning to the future of 
cable, satellite and pay tele- 
vision in Italy. So tar. cable 
and satellite penetration in 
the country has been mini- 
mal because of the prolifera- 
tion of free-to-alr channels 
and the lack of government 
initiative in new media. 

Italy has one pay televi- 
sion network, Telepiu, cur- 
rently 90 per cent controlled 
by France’s Canal Plus with 
the remaining 10 per cent 
held by Berlusconi Telepiu 
has had a difficult infancy, it 
has barely im subscribers to 
both its analogue and digital 


services. Moreover, the bulk 
of subscribers are for the 
analogue programmes. 

Italy has been pushing for 
the development of digital 
broadcasting and the consti- 
tution of so-called common 
digital platforms to provide 
new channels has been at 
the heart of another furious 
debate. 

Telecom Italia, the priva- 
tised telecommunications 
group with broadcasting and 
multi-media ambitions, has 
joined forces with RAI to 
develop a digital platform. 
The telecommunications 
group is also attempting to 
expand toe activities of its 
Stream multi-media subsid- 
iary by negotiating agree- 
ments with Hollywood con- 
tent providers. 

Although linked to the 
French controlled Telepiu 
platform. Mediaset has 
argued for the development 
of a single digital platform in 
Italy giving access to all 
market participants, includ- 
ing its own programmes and 
those of RAI 

The Italian government 
has so far been reluctant to 
abdicate control of this new 
technology to the French, 
while the French have been 
equally hesitant to dilute 
their hold on Italian pay 
television by joining a com- 
mon platform controlled by 
Italian interests. 

The government also 
argues that the European 
Commission has opposed the 
concept of single platforms 
on competition grounds. The 
question is whether Italy can 
afford two separate compet- 
ing systems. 
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TOURISM * by James Blitz 


Culture 

shock 


PROFILE 


Church in state of grace 


Italy is beginning 
to tackle 
generations of 
neglect of its 
glorious history 


Far Walter Veltroni, Italy's 
deputy prime minister, the 
gamble of trying to reform 
Italy's cultural scene 
appears to be paying off. 

Two years ago, when the 
centre-left Olive Tree coali- 
tion wan power, this 42-year 
old former Communist sur- 
prised many people by his 
choice of government portfo- 
lio. 

As one of the leading fig- 
ures in the Party of the Dem- 
ocratic Left (PDS), the main 
shareholder in the new coali- 
tion, he could have opted to 
take charge of some grand 

sounding ministry, such as 
defence or education. 

Instead, knowing the prob- 
lems faced preserving Italy's 
cultural heritage, he decided 
to take over the running of 
imwwi^ K and fawniM monu- 
ments. “Some people around 
me thought I was mad, " he 
says. “But two years on, I 
think we are reaping 
results." 

From the Accademia in 
Venice to Pompeii in the bay 
of Naples, no other country 
can bring together a set of 
impressive sites to compare 
with those on the Italian 
peninsula - all against a 
backdrop of sunshine much 
of the year round. 

At the same time, no coun- 
try-in Europe at least - 
has quite the inefficient and 
infuriating public bureau- 
cracy that the Italians have 
been cursed with. 

For years, mare than half 
of the country’s 3,000 muse- 
ums have been closed. Many 
world famous sites - includ- 
ing Pompeii and Hercula- 
neum - have suffered seri- 
ous erosion and are still in 
need of financial support 
The theft, last month, of 
three famous Old Masters 
from a Rome museum - two 
van Goghs and a Cezanne - 
was yet another reminder of 


the abysmal security that 
surrounds priceless works of 
art 

Tourism flows to Italy are 
still smaller than they 
should be. Italy in 1996 
attracted 35m visitors, less 

l-han half the n nrnhc r that 
flocked to France and well 
behind the number that 
went to Spain. Two years 
ago, Italy was probably los- 
ing up to Ll,000bn a year in 
tourism revenues because of 
poor management of tourist 
routes. 

Mr Veltroni set out to stop 
the rut and has managed to 
pull off three achievements. 

First, he has set, and so far 
met, strict deadlines for the 
re-opening of a major 
museum every June and 
December. Using what he 
calls the “anglo-saxon notion 
of strict deadlines”, Mr Vel- 
troni last year re-opened 
Rome's Villa Borghese, home 
to one of the world's great 
picture collections, after 14 
years of closure. 

That was fallowed by the 
successful opening last 
December of the Palazzo 
Altemps, a renaissance pal- 
ace in the heart of Rome 
that houses the Ludovisi col- 
lection of ancient sculptures 
in the most elegant of sur- 
roundings. This winter win 
see the reopening of a large 
section of the Uffizi in Flor- 
ence and a doubling in the 
number of pictures and 
sculptures on show. 

The second change has 
come with the extension of 
the opening times of the 12 
major museums in Rome, 
Milan, Naples and Florence. 
All of them now close at 10 
in the evening with no inter- 
ruption during the day. 
Tourists may, at first, be a 
little nonplussed at the 
thought of popping into the 
Uffizi or the Palazzo Reale in 
Naples after supper. But ini- 
tial figures show that the 
number of visitors over the 
Easter weekend shot up by 
139 per cent as a result of 
the change. 

The final initiative has 
been in the management of 
museums and archaeological 
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sites. A formidable amount 
needs still to be done In 
areas such as the bay of 
Naples, where visitors to 
Pompeii and Herculaneum 

will Still find many of the 
Individual houses In too poor 
a state to be open. 

But a private glimpse at 
the Domus Aurea, the 
Emperor Nero's golden 
house in the heart of Rome, 
conveys a sense of what is 
gradually being achieved. 
This underground site - the 
oldest Imperial Roman pal- 
ace In existence - is to be 
opened next year for the first 
time in 20 years after major 
work to ensure safety. 

Restorers are beginning to 
uncover an Impressive range 
of frescoes there, among 
them what is said by some to 
be a remarkable wall-paint- 
ing of Lyon (Lugdunum), 
birthplace of one of Nero's 
wives. 

Although more than half 
of the palace will probably 
never be excavated, what 


has been restored conveys 
Nero's absurd sense of gran- 
deur. 

Mr Veltroni's success 
should not be exaggerated. 
“There have been some real 
impr ovem ents but the gov- 
ernment is starting from a 
very low base,” says Andrew 
Wallace- Ha drill, director of 
the British School at Rome. 
“For decades the Italian 
bureaucracy left these sites 
totally underfunded. Many 
are still crying out for basics 
such as extra tourist infor- 
mation - or even just a 
bookshop." 

The impression remains 
that tourists are an inconve- 
nience to be suffered by 
chain-smoking museum 
attendants and the prima 
donnas of the Italian aca- 
demic world. But a start has 
been made. Extending 
museum times never gives a 
politician a place in history 
but Mr Veltroni should make 
some tourists better disposed 
towards his country. 


Earthquakes are nothing 
new for Assist The gothic 
basilica of St Francis, built 
on a jotting ridge of Mount' 
Su basic, dominating the ' 
Umbrian plain, survived at 
least 30 In its first 800 
years. Down in the valley, 

St Maria degli Angrii, the • . 
church where pilgrims 
gathered their strength 

beforethe extenuating 

climb to tiie Basilica and 
the (even higher) saint's 
sanctuary, lost its entire. - 
central portion in the ‘big 
one* of 1832. 

The Basilica - perhaps 
the most important clnuch 
in Italy, owing to the Giotto 
cycle of Frescoes in the 
upper chnrch and a lower 
church packed with 
treasures ranging from 
Pietro Lorenzetti, to Simone 
Martini, Dono Donl and 
Cimabue - is also the 
church which receives the 
most constant and loving . 
attention from restorers^ 
undoubtedly the reason 
that the damage, though •. 
dramatic, was limited. 

Last year's first strong 
earthquake tremor (8 
degrees on the MercaDl \ - 
scale) occured in the early . 
hours of September 20th. 
Sergio Fusetti (whose group 
of restorers had been 
carr yi ng out maintenance, 
works on the facade) 
arrived at die church - 

wi thin half an hum- and - 

found the structure, 
miraculously; Intact - just 
a few fragments of frescoed • 
friezes on the Door. 

- The second and 
disastrous tremor arrived 
just before midday, causing 
two sections of the vaulting 
(one containing Cima hue’s 
St MatOew and one with a 
bine sky decorated with, 
stars) over the wrafa altar 
to collapse -leaving a ~ 
gaping 130m 3 hole. A ' 
further lOOnP section (part - 
of thearchwithTSotto’s 
depiction of Asdgi’s - 
protector,- StrBrrfmo and a . 
section of vanltingwUh his 
St Girolamo) was lost over 
thn main doorway. / - 

Serious damage was also 
caused to the tympanum - ' 
over the left transept. Mr 


Fasetfl was buried in 
rubbleairfsnffered-tbree 
broken ribebni two 


pafright 'MrTauWfi \\ , 


treraorlastedoily-afew; 


egjfbag wunM'jyave 


Bvpnwvihjescetoe was 
one to make strong i&xl 


w pgp /kvtanln Pantitfif, 

ex-Arts MhHste- muthbad 
. of the five-man. commtttee 
setup to deal with the' 
emergency, described the 

disaster as-Hfee losing part 
of Dante's Bivine Comedy. 

. Partly because of Assisi's 
unique position In the 

■ Italian church hierarchy 
(the Pope made a . 
pilgrimage on January. 
18 th) and partly because of 
the urgent need to support 
the church structure from 

■ further earthquake, ’ 
extraordinarily rapid 
-progress has been made .. 
with consolidation mid - 
repair work. . 
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are safe 


earthquake t remors.- 
Another important factor in 
keeping the basilica 


Giorgio Cruel, professor standing is the i»-HIHng of 
of structural restoration at the cracks produced in the 


Home's Sapienza .... 
•university, and the* . . 
engineering arm of the 
committee, is convinced 


left- transept tympanum 

with polyurethane foam - 
the restorers suspended 
perilously from cranes. 


that the .vaults’ collapse, j . . .Things would have been 
was due- to the sideways earner had the vaults not 

pressure of heavy and * been entirely frescoed, 
mobile rubble in t& . r Fifflug the cracks by 
hollows between the vaults . pressurized injection would 
and the root Some 1000 have caused the plaster 
t/vnTy»c of ma terial hac h wm (tntonaco) to explode and 
removed and the vaulting.-.' .liquid cement could not be 
will now be held in plai» by' -used as ifersalt content 
-anew, modular s tr uctur e in/ wbujdhave-seeped into the 
the high-tech material, . frescoes. So Mr Farsetti 

Kevlar. (overserai: by Giuseppe 

Action had tobetakento Basfleof the Rome fctitoto 
consolidate the vaults . - : . Centratedi Restanro -.the 

before work on the third member ofthe rescue 

damaged sections of.-; . committee) has been 

frescoes (protected by a^I : solemnly filling in the gaps 
iwikHti Wiring dortng ' 'i . -with v a small syringe filled 
structural repairs) could r with a min turn of liquid 

begin. : ■ r ■ T-- . -efudk- and sand— a 

- ‘ Among-tbe techniques ; - ' teriiiftqBtetiie two. men have . 
employed tO prev et rt lai iier / davgfaped uvta- 25 yeare of 
collapses imw _y>wmdng .together. ; j 

computer-cadfrtiPed braces^ X • . ■ Puttfngtfte collapsed... 
which grip the, vaults . - /' '/ frescoes togetherisno joke, 
securely bntgfchtly from. . ; r -- Luckily only 60m“ of the ' ’ • 
above with stoTff^s^ftetic ^ -ZSOnj* lost was ’figure 
fibre wiresi These are , ' paftl fin g* - the rest was! 
activated automatically by..:- maihly starry-bTrie sky 


decoration. There is, at 
present, some uncertainty 
whether enough pieces of 
the original frescoes can be 
identified. Costantino 
Centroni, the Perugia 

heritage director (and the 
. fourth member of the 
committee) likens the 
restorers’ task to a struggle 
with a monstrous 50,000 
piece computer jigsaw. 

Whether the recomposed 

frescoes should be replaced 
is a moot question. “That 
decision,” Mr Croci says, 
“must be left to the art 
historians - and ft won't be 
an easy one.” 

What has pleased Mr 
Croci (and his architect 
colleague Paolo Rocchi - 
the last member of the 
committee) is the speed 
. with which they have been 
able to act and the 
sweeping away of the usual 

bureaucratic glitches. 

Re-opening day for the 
upper chnrch will be the 
ceremonial mass marking 
.tiie beginning of Holy Year 
on December 24th, 1999, 
nitd there seems no doubt 
restoration will be 
complete,. 


Jennifer Grego 
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